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ABSTRACT 

Testimonies are presented from U.S. Senate hearings 
on the Basic Educational Opportunity Grant Program (Pell grant 
program) for the 1982-1933 academic year. The proposed schedule is 
tied to an expected appropriation of $2,187 billion for Pell grants 
for fiscal year 1982. The administration's alternative involving no 
statutory changes would require a family to contribute at least 40 
percent of its discretionary income to a student's education. The 
second alternative proposed by the administration would make major f 
substantive changes in the provisions of the Education Amendments of 
1980. Among these are: setting the maximum Pell grant at $1,670 and 
50 percent of the student's cost of attendance, as opposed to the 
$2,100 and 60 percent contained in the 1980 amendments for the 
1982-83 school year; reinst itut ing home equity and stipulating that 
only $30,000 of home equity could be excluded from the calculation of 
a family's assets, as opposed to the provision in current law 
excluding all home equity from consideration in calculating a 
family's assets; reducing remaining assets from $10,000 to $8,000; 
allowing the Secretary of Education to establish certain cost of 
attendance allowances for the Pell Grant Program; treating veterans 
and Social Security educational benefits as part of the family 
contribution; and treating the income and assets of married 
independent students who have no dependents other than a spouse in 
the same manner as those, of single independent students* Views of 
representatives of the government, colleges, and educational groups 
are presented, and an application form and draft instructions for 
198^-1983 federal student aid are presented. (SW) 
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FAMILY CONTRIBUTION SCHEDULE FOR THE 
BASIC EDUCATIONAL OPPORTUNITY GRANT 
PROGRAM, 1981 



THURSDAY, OCTOBER 29, 1981 

U.S. Senate, 

Subcommittee on Education, Art and Humanities, 

Committee on Labor and Human Resources, 

Washington, J).C. 
The subcommittee met, pursuant to notice, in room 4232, Dirk- 
sen Senate Office Building, commencing at 2:30 p m., Senator 
Robert T. Stafford (chairman of the subcommittee) presiding 
.Present. Senators Stafford and Pell. 

Opening Statement of Senator Stafford 

Senator Stafford. The Subcommittee on Education, Art and Hu- 
manities will please come to order. 

We have called this hearing today to consider the family contri- 
bution schedule proposed by the Secretar} of Education for the Pell 
grant program for the 1982-83 academic year. 

The Pell grant program, so named to honor my good friend and 
colleague frorn .Rhode Island, Senator Claiborne Pell, is among our 
most important education programs. It is the principal mechanism 
of access to higher education for the least advantaged in our soci- 
ety. Thus, the Pell grant program fulfills the basic Federal respon- 
sibility in education— the maintenance and extension of equality of 
opportunity. 

At a time when the growth in cost of college attendance exceeds 
the rate of inflation, it is imperative that we continue to have in 
place a viable program of financial assistance for young people 
such as the Pell grant program. I am only too painfully aware of 
the great promise of the Middle Income Student Assistance Act of 
1978 and of last year's Education Amendments, which provided for 
greater Pell grant benefits for greater numbers of needy students 

While I recognize the need to reduce our overall level of Federal 
spending, the funding level for the Pell grant program achieved in 
the budge^ reconciliation process earlier this year represents the 
bare minimum necessary to fund adequately millions of students 
who, ey£n with the bupport of family resources, employment earn- 
ings, State assistance, and other Federal student aid programs, will 
stiMiave considerable unmet need. 

/After reviewing the proposed family contribution schedule sent 
/o the Congress on October 13, after a delay of over 2 months by 

/ Hi 
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the administration, I have a number of concern* over the impact 
thi> schedule will have un manv students currently eligible for Pell 
grants The administration is also proposing legislative changes as 
an alternative to its familv contribution schedule. I look forward 'to 
hearing the justification for these proposal*, and the reaction of the 
education community to the legislating proposals as well as to the 
actual family contribution schedule. 

i am also hopeful that the severe dislocation experienced by stu- 
dents and institutions in the last 'J >ears due to delays in receiving 
notification of Pell grant wards will not recur. Almost as impor- 
tant to students as the amount of their Pell grant awards is the 
timing of these awards, so that students, especially those deciding 
which institution of higher education to attend, can make informed 
choices as to the financing of their education The delay and uncer- 
tainty of the past two Pell grant payment cycles has resulted in 
thousands of prospective students postponing their college educa- 
tion Although 1 would hope that the resolution of this issue is sat- 
isfactory to all concerned parties, it is absolutely essential that the 
final pavment schedule be both equitable and timely 

Senator Pelh do you have an opening statement 9 " 

Opknini; Statkmknt of Senator Pki.i. 
Senator Pki.i. Thank you, Mr Chairman 

Mr Chairman the proposed familv contribution schedule con- 
firms my worst fears over the extremelv harmful effect the 
administrations recommendations would have upon the, effective 
operation of the Pell grant program. 

First, the proposed schedule is tied to an expected appropriation 
of $2 1^, billion for Pell grants for fecal 1982 This is more than 
>I.|0 million below the $2.<m billion authorized bv the Congress in 
the Budget Reconciliation Act We considered th<> $2 bo billion an 
absolute minimum when we cut the Pell grant authorization earli- 
er this year, and I would hope we would not retreat fl^omjhin^ 

Second, if we accepted the administration's alternative that in- 
volves no blcitutoiv changes, we would be requiring a familv to con- 
tribute at least 10 percent of its discretionary impme to a student's 
education On £ >n average, this would mea. that' no family with an 
income of more than *lb\0(M) would be eligible to receive a Pell 
grant That would constitute a total rejection of the Middle Income 
Student Assistance^d--^> my mind, it is an unacceptable alterna- 
Jjv^iHl^*n-rtiTrr7h()uId be rejected 

Third, the second alternative proposed bv the administration is 
rule better ft would make major, substantive i flanges in the pro- 
\innn. of the Kducation Amendments of 19*0. Among these are. 
Setting the maximum Pell grant at SI.G70 and 50 percent of the 
students cost of attendance as opposed to the &J.HMJ and f»0 per- 
cent contained in the 11JS0 amendments for the LS)h2-X:* school 
>»ar, remstituting home equit} and stipulating that onlv £30,000 of 
home equitv could be excluded from the calculation of a family's 
assets. a> opposed the provision in current law excluding all 
home equitv from consideration in calculating a family's assets; re- 
du ing remaining assess from S10.000 as provided in the 10S0 



amendments tu >X00<), deferring fur a second consecutive year the 
liberalized cost of attendance provisions of the 1980 amendments, 
thus denying recognition of the increased cost of living over the 
past 2 years. 

Fourth, the administration proposals would mean that some- 
where between mJO.OUO and S.'O.OOO students nun receiving Pell 
grants would be dropped from the program These changes would 
be particularly harsh upon middle income families, the people who 
bear the heaviest tax burden in our Nation and who would find the 
dream of a college education for their children very difficult to 
achieve. 

I would urge, therefore, that my colleagues reject the proposed 
farmly contribution schedule. I would also hope that we might reit- 
erate our support for an appropriation of $2 (Jo billion and inclu- 
sion in the family contribution schedule of as man) of the provi- 
sions of the 1&>U amendments as possible, given the limitations of 
the $2 fio billion authorization 

Thank you. 

Senator Stafford. Thank you very much. Senator Pell 

I believe the Chair's intent now is to call up our witnesses in the 
order in which they are listed 

Before doing that, though, I would like to apologize to oui wit- 
nesses for the fact that the chairman is going to have to leave at 
2oo p m, so Senator Pell will be here to continue these hearings 
until I can get back and until they are concluded 

Senator Pkm,. And we will be interrupted, too. by a couple t 1 roll- 
call votes 

Senator Stafford. That is correct. 

Having said that, and having apologized in advance, I wili ask 
Dr.. Ed-ward Elmendorf, who was one of Vermont's college presi- 
dents and he is now Deputy Assistant Secretar) for Student Finan- 
cial Assistance— if he will now present his statement 

STATEMENT OK DR. EDWARD M. ELMENDORF, DKPt Tt ASSIST- 
ANT SECRETARY FOR ST C DENT FINANCIAL ASSISTANCE. DE- 
PARTMENT OF EDI CATION: CHARLES B. SACNDERS. JR.. \ ICE 
PRESIDENT. AMERICAN ( Ol M IL ON EDI CATION; AND DALLAS 
MARTIN. EXECt TI\ E DIRECTOR, NATIONAL ASSOCIATION OF 
ST l* DENT FINANCIAL AID ADMINISTRATORS. A PANEL 

Dr Eumknporf Thank you, Mr Chairman, and members of the 
committee 

I would like to take this opportunity to f hank you for giving me 
a chance to bring before you the Pell grant proposal, the family 
contribution schedule which we have worked to develop 

Senator Stafford Doctor, these mikes do not work any too well 
Could you pull that one closer to you? 

Dr Elmendorf. How is that'' 

Senator Stafford. Thai is fine. 

Dr. Elmkndork I would also ask for your indulgence, not having 
testified before, so if I miss a couple of protocol steps. I hope you 
will remind me 

I would like first, with your concurrence, to take my entire testi- 
mony ar ' have it introduced into the record in the form in which 
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it is pre ured and ! will prepare a lo- or 10-minute digest of the 
testimonv in the hope that we could move along to the othe- wit- 
nesses 

Senator Stafford Go ahead, Doctor We will place your entire 
statement in the record as if read, and vou can summarize it 

Dr Eimkndorp. The ed amendments of 15)80 mandated a 
common need analysis for Pell grants, and the three major campus- 
based aid programs beginning with the 1982-83 award year That 

ft. 'm 38 n ? ore , 'J*™ 1 than the f an»!y contribution schedule. 
Additionally, tne 1980 amendments further liberalized the Pell 
grant program by providing a series of increases in the maximum 
award, and the percentage of cost of attendance for which the 
Krauts could be used. 

1 would like to note for the record that these liberalizations were 
put into eflect for 15)82-83, using the assessment rates on discre- 
K.I?'l« n vM 0n T. a '° ng th r e l 1 ^ ?, f What the Secretary proposed in 
billion ° 0St grant P r °g rani would exceed $-1 

!p recent weeks, Congress and the administration have recog- 
nized the need to limit the Pell grant piogram costs. The Congress, 
by establishing a spending ceiling, and by giving the Secretary the 
authority to set assessment rates on discretionary income in the 
authorizing legislation enacted as a part of the Omnibus Budget 
Reconciliation Act of 15)81 for the administration in the fiscal 198* 
proposed spending level of $2 187 billion. The formula which 're" 
suits from applying the ed amendments of 1981, the $2 187 billion 
in the administrations budget proposal, contains relatively harsh 
°- ,ln' n ?r cessment rates. They begin at 40 percent of the first 
*.».IHM) of discretionary income, even though we proposed to main- 
tain a maximum award in percent of cost of attendance at last 
-year s level. 

• ° 1 ? ti J onal nieans for keeping Peli grant expenditures at a level 
in the budget proposal would be to use the statutory reduction lan- 
guage contained in the Pell grants authorizing legislation. We have 
looked at this and we have rejected this {.roposal primarily because 
it would contain serious negative effects on students from the 
lowest income families After the initial reduction of awards, based 
on a student s eligibility index, an addVional fiat percentage rate of 
reduction would be levied against every .'ward. If we were to accept 
and attempt to reach the proposed funding level with a legislative 
maximum award of $1,070, using this statutory language with as- 
sessment rates on discretionary income contained in our alterna- 
tive propo- d. which I shall outline momentarily, the maximum 
Pell grant award would be $1,105). 

Therefore, we are proposing what we consider to be a better al- 
ternative to either the high assessment rates first mentioned or the 
statutory reduction procedures. We are proposing a series of statu- 
tory amendments which we believe will merit a more equitable dis- 
tribution of Pell grant funds These amendments will permit us to 
develop a formula which will serve what we consider to be four im- 
portant objectives 

First, to avoid extreme reductions in awards to students from the 
lowest income families Second, to avoid the necessity of establish- 
ing excessively high assessment rates on discretionarv income 



ERJC 




5 

Third, to remove several inequities fn awards to students which 
occur because o r statutory requirements as to how certain assets 
and resources are treated. 0 

Fourth, to insure that need analysis for the three campus-based 
programs is allowed to proceed, using traditional community devel- 
oped methods and unaffected by the efforts to hold down Pell grant 
expenditures. 

We are therefore proposing the followirg statutory amendments 
to accomplish these objectives: 

First, keep the maximum 1982-83 grant and cost of attendance 
limitation at the same ievel as they are in 1981-82; that is $1,670 
maximum av/arcl, that is $1,750 less $80 to meet up the 50-percent 
cost of attendance. 

Second, the formula will apply to the Pell grants only That is an 
important distinction. The second will continue as in past years to 
establish benchmarks which other systems must meet to be ap- 
proved for determining eligibility for campus-based aid. 

Third, cost of attendance allowances for off-campus room and 
board and other areas which do not involve institutional charges 
would be determined by the Secretary. 

Fourth, assess home equity as the first— after first subtracting 
$30,000 asset reserves. It should be noted from the inception of this 
program that home equity has always been assessed. 

Also, we are proposing an $8,000 reserve against personal assets 
and reserves of $50,000 for farm and' business assets For exampjs, 
this proposal would allow the following treatments for farmers- A 
£50,000 reserve against farmland, a $50,000 reserve against farm 
machinery, livestock, that is business assets of the farm, a $30,000 
reserve against farm home and $8,000 reserve against personal 
assets or a cumulative total o'f $138,000 reserve total potential for 
farmers. "* * » 

Next, we would treat Veterans' Administration and social secu- 
rity benefits as part of the family contribution. We would also pro; 
pose a couple of technical changes in the treatment of students* 
income and assets which we will create more equit> in the distribu- 
tion of limited funds and, finally, we propose the elimination of 
$57.50 for administrative allowances. 

If these statutory changes are enacted into law, we feel it will be 
possible to establish a more equitable formula One way in which 
the formula will result in greater equity is that the assessment 
rates can be substantially reduced since additional resources will 
be assessed. 

Here is an example of how the formula developed to Federal law 
is different from the treatment in the statutory proposals which 
were enacted. 

Let us take a family of four, two parents working, one student in 
college, and no assets above the level of reserves Based on the 
1982-83 notice of proposed rulemaking, which relies on current 
law, the student remains in jthe eligibility pool up to an adjusted 
gross income of $18,500. If the 1982 formula were changed and you 
were to accept the administration's proposal, the student's eligibil- 
ity pool adjusted gross income wouid go to $27,054. 

The assessment I make from that is that we can nearly maintain 
what we now have in the way of the 1981-82 formula by successful 
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consideration of the administration's proposed alternative and stat- 
utory amendments. 
Thank you, sir. 

[The prepared statement of Dr. Elmendorf follows:! 



/ 
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STATEMENT OF 

DR. EDWARD M. FXMENDORF 

DEPUTY ASSISTANT SECRETARY 
FOR STUDENT FINANCIAL ASSISTANCE 
Testimony 

Cor the Proposed Need Analysis Formula to be Used In the 1982-83 Award 

Year for the Three Campus -Based Student Aid Prograas and the Pel 1 Irant program 

Than* you £or the opportunity to be with you today to discuss the Adaiinist ra- 
tion's proposals for determining eligibility for Peli Grants and for aid 
from the three campus-based programs (National Direct Student Loans, College 
Work-Study, and Supplemental Educational Opportunity Gr^tsJ during the 
1982-83 awjrd year. First -1 would like to make *x clear that the proposed 
formula published October J 6 does not, in several key respects, represent 
the Administration's prefered policies for determining need under these 
programs. The published proposed regulation is based on current law. The 
full Administration policy request, set forth in the preamble of the proposed 
regulation, includes statutory amendments which would allow for more equitable 
distribution of Pell Grant awards while preserving the traditional distinction 
between Pell Grant eligibility and need analysis for the three campus-based 

programs. These legislative proposals *iso reflect pr^sisions m the Presi- 

o 

dent's *Y 1982 budget request. 

I appreciate thxs opportunity to discuss both the proposed regulation based 
on current law and the Administration's legislative proposals. 

As you know, the Education 'iaendmants of 1980 mandated a common need analysis 
for Pell Grants And the three campus-based aid progruas beginning with the 
1982-83 award year. The objective was to have a single expected family 
contribution number, 'determined through a single formula, to be used fo" 
all four programs. 
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In the context of the Pell Grant Prog ran, the 1980 aacndsents liberalized 

the fonwr Sasic Grant faaily contribution schedules in^soveral important 

respects. An J, they also provided that for the 1982-83 academic year the * 
« 

aaxisua Pell Grant would be '2,100 and that the grant could be used to nctz 
up to 60 percent of a student* s cost of attendance. 

Subsequent to the enactnont of tho Education Amendments of 1980, the Con- 
gress be core concerned about the liberalisations for the Pell Grant Program 
confine* in those amendments which had serious cost implications for the 
Federal budget. Congress recognized tho need to limit expenditures in the 
Ptll Grant Prograa by providing, in the Omnibus Budget Reconciliation Act 
of 1981, an authorised spending ceiling of $2.65 billion and by giving the 
Secretary the authority to set the assessment rates on discretionary income. 
This now lav also allow* the Secretary to request a waiver of any provision 
of the Poll Srant authorizing legislation (such as maximum award or percent 
of cost of attendance) to sect the authorized funding level. 

c 

If the formula mandated by the Education Amendments of 1980 ware to be 
implemented using assessment rates which average 20 percent on the first 
$15,000 of discretionary income, and progressively higher rates above that 
level, the total cost for the Pell Grant Prograa would reach about $4 
billion assuming the max-mum award and percent of cost of attendance set 
forth in the Education Amcndr*nts of 1980 were also used. 
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In the. weeks &hich have elapsed since the Omnibus' Budget Reconciliation Act 
was enacted, it has become apparent that Pell Grant expenditures must be 

held at a level-lower than~that authorized in that Act if our efforts to 

- - — # 

control Federal spending arT to succeed. Thus, for Fiscal Year 1982 the 

Department is proposing to hold Pell Grant expenditures at $2.1,87 billion. 

» j 

This amount: is 12 percent below that which was included for the pell Grant 

, Program in our FY 1982 budget sujaraissipn in March of this year. To maintain 
~~ t 
this level within th* context of the current law, the published formula 

assumes the maximum award, and cost of attendance percentage limitation 

used in the 1981-82 academic" year and includes a series of progressive 

assessment rate* on discretionary income which are relatively harsh. They 

b^5n_wXth^-rate^r^0\ - oTTthe first S$,y$00 of discretionary income and 

increase in increments of 5% and S5,6oo/up'to 55% for all discretionary 

in come above frl_S , 000^ „ I T 0 

Using these rates S3, 875 would generally be the maximum'amount of dis- 
cretionary, income that the family could have and still be eligible for a 
Pell Grant. A discretionary income of S3, 875 would result from an adjusted 
gyoss income figure of approximately SI 5, 860 for a family of four with both 
parents working and paying four percent of their income for State and local 
incorc taxes, and a typical amount for Federal income taxes. The higher 

assessment rates, thus, would generally only.be applicable to the assessment 

c 

of the student's need for the three campus-based programs. 
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Therefore!, unless tho maximum award were to be reduced vol) below the 
1981-82* academic year level of $1,670 - undoubtedly forcing many students 
from the lowest family income levels to leave school - reducing the maximum 
award and percent of cost of attendance would not be sufficient to avoid the 
necessity of extremely high assessment rates on discretionary income m order 

to seet the proposed funding level for the prograa. 

i 

Another option for meeting the proposed funding level vould be to 
lower the assessment rates but reduce awards on the basis of the statutory 
reduction language contained in the Pell Grant authorizing legislation. 
However, this method —as a means for achieving subtantial savings — would 
also^result in major inequities in the, distribution of limited funds. 
After the initial reduction of awards based on a student's eligibility 
index, an additional flat percentage rate of reduction would be levied 
against every award. Those eligible for the highest awards - the lowest 
income students - would receive reductions of the largest dollar amount. 
If we were to attempt to roach the proposed funding level with a leg is la-* 
t i j maxiaua award c of $1,070 using only the statutory reduction language, 
the eflec&ve maximum amount a student could receive would be $1,169. 

:) 

? 

Th«»-efore, as an alternative to either the high assessment rates I © 
mentioned earlier or the statutory reduction procedure, we are proposing a 
number of amendments to the statute to create a more equitable distribution 
of limited Pell Grant funds. We believe these amendments would permit tho 
development of a formula which will achieve several objet — ives within the 
context of the target funding level. They would: 
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(a) Avoid extreme reductions in awards to students from 'the lowest 
income families. 

o 

(b) Avoid the necessity of establishing exces*u«ly high assessment 
0 rates on discretionary income. 



0 

(c) Remove several inequities -in awards to students which occur because 
of statutory j^quirements as to how certain assets and resources are treated. 



(d) Ensure that need analysis for the three campus-based programs is 
allowed to proceed using traditional community developed methods and unaffected 
by the efforts to hold down Poll Grant expenditures. 

' ? 

To achieve, these objectives we are requesting statutory amendments to: 

(a) Establish the maximum grant at thje same level as in academic year 
1981-82 and provide that the student's grant shall not exceed 50 percent of 
his or her coSt of attendance. As you know the maximum award a student may 
receive vin^the 1981-82 academic year is 31,670. This is derived using a 
legislative mixinwrn of 51,750, with S80 subtracted from each student *s 
award. 

(b) Provide that for the 1982-83 academic year, (a) the need analysis 
formula authorised under Section 482 of the Higher Education Act of a965 
shall apply only in determining ^eligibility for a Pell Grant, jnd (b) the 



12 



Secretary shall, as in previous years, establish benchmark figures which 
need analysis systems must me.et inuord^r to be approved by' the Secretary 
foe determining eligibility for. aid under the can pus -based programs. 



(~) Allow the Secretary of Education to establish certain cost of 
attendance allowances for purposes of the Pell Grant Program. The Congress 
provided this authority for the 1981-82 award year in the Supplemental 
Appropriations and Rescission Act of 1981. 

(d) Include home equity among assessable assets. w£ believe that in 
a time of fiscal constraint home equity, which represents a substantial 
asset for many families, cannot be ignored in determining eligibility for 
Fedora; .sistanco. It should be noted that home equity is assessed under 
In the 1981-82 formula, and has always been assessed as an asset since the 
inception of the program. Combined with the proposal to continue* to assess 
horns equity, we would include an asset reserve of $30,000 against that 
equity as well as the following additional asset reserves for the parents 
of dependent students and independent students with dependents other than a 
spouse. 

(i) $50,000 would be excluded from farm and business assets. For 
farmers — $50,000 would be excluded from the value of the farm itself, and 
an additional $50,000 from the value of the buniness assets of the farm, 
i.e., machinery. 
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would be excluded from all other assets. 
" o 

(Thus, under this proposed statutory change, a farm family could have up to 
$138,000 in assets excluded from .assessment.) 



(e) Treat veterans and Social Security educational benefits as part 
of the family contribution. Under current law, under which all of Social 
Security and one-half of veterans benefits are assessed as income* It is 
possible for a student's educational ~ost to be exceeded by a combination 
of the student's Pell Grant and one or both of these Federal programs. The 
proposed revision in the statute will prevent these overawards, and will 
allow higher awards for students with real need. 

(f) Treat the income and assets of married independent students who 
have no dependents other than a spouse in the same manner as those of 
single independent students. Currently the statute provides that all 
independent students with dependents shall receive the same income and 
asset treatment that applies to the parents of dependent students. Under 
thia proposal the assessment of income and assets of married independent 
students with no dependents other than a spouse will be revised to parallel 
the more conservative treatment applied to single independent students. 

(g) Provide that the asset reserves in paragraph <b) of Section 482 of 
the Higher Education Act of 1965 (the statutory basis for the dependent 
student formula) shall apply only to the assets of the student's family, 
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and that the student's assets shall continue, as in the past, to be assessed 
at a higher rate with no reserves. As wltn the proposal on hone equity, 
this proposal continues a procedure which exists in the. 1981-82 Pell Grant 
formula and which has existed in previous years as well. 



(h) .Repeal section 489(a) of the Higher Education Act of 1965 which 
allows an institution to receive an administrative exper.se allowance of 
$5.00 ©er pell Grant recipient. 

If these statutory changes are enacted into law, we feel it will be 
possible" to establish a sore equitable formula. One way in which the 
formula will result in greater equity is that the assessment' rates can be 
substantially reduced since additional resources will be assessed. With 
the'statutory changes made in Section 482 and a $1,670 maximum award to 
meet up to 50 percent cost of attendance, the assessment rates can be 
reduced to the following^levels while .still maintaining program expendi- 
-tures^t^the^target funding "level* 

Discretionary Income Expected Contribution 

$ .0 - 5,000 11% of discretionary income 

5,001 - 10,000- $550 + 13% of amount over $5,000 

10,001 - 15,000 ' . $1,200 + 18% of amount over $10,000 

13,001 and up $2,100 -k 25% of amount over $15/000 
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Using these lower assessment rates, $11,944 would generally be the maximum 
amount of discretionary income that a family covld have and still be eligible 
for a Pell Grant under these assessaent rates. A discretionary income of 
$11, 944* would result from an adjusted gross income of approximately $27,<?54 
for a family of four wj.th both parents working and paying four percent of their 
income for State and local taxes, and a typical amount for Federal income taxes. 

We hope you will act favorably on our proposals for statutory changes 
which we feel will allow us to make a more equitable distribution of limited 
funds. Meanwhile, the formula we have submitted for public comment and 
Congressional review reflects the current language in Section 432. The 
iteas described below are changes in the formula from the 1981-82 Pell 
Grant F.iily Contribution Schedules. 

Summary of Proposed Changes Based on Current Law . 

ft 

1. Addition of State and local income taxes as offsets against income . 

In *che P»*t. Fed eral v income taxes were the\>nly taxes that were subtracted 
from income before an assessment of \hat income was made to determine 
the expect*! contribution towards the student's education. However, the 
law now specifies that "Federal, State and local taxes paid or payable with 
respect to ... income" shall bo considered. Thus, ,State and local income 
taxes as well as Federal income taxes are subtracted from income in "the 

o 

foraula we have submitted to you.„ 
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2. Treatment of Dependent student Income 

For 1982-83, the law requires that we add dependent student income to 
parental income. As a result both student and parental income will be 
~as*wsed-AtL_££«^ result in a lower assessment 

rate^pn dependent student income in rtostrctrcumatances. 



3 » Multiple Assessment Rates for Family Income ^ ^ 

Under the provisions of the Omnibus Budget Reconciliation Act, of 1981, the 
Secretary is required to. set a series of rates for discretion-^ income for 

A- » 

the 1982-83 award year. Discretionary income is the income that remains 
after Federal, State and local income taxes and all of the other offsets 
are subtracted from the total income of the family. 

We have proposed that the first 515,000 of discretionary income bf divided 
into three equal amounts. The first S5,000 is assessed at 40 percent; the 
second 55,000 is assessed at 45 percent; and, the third 55,000 is assessed 
at 50 percent. All discretionary income above 515,000 is assessed at 55 percent 

4.' Assessment of Independent Student Income 

i { 

a j 

For 1982-83, the law requires that we assess the income of independent 
students with dependents in the same fashion as we assess the income of the 
parents of dependent students. As explained in the previous section, that 
will result in a 40 percent assessment <rate for independent students with 
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dependents (when the discretionary income is $5,000 or less). * rate of 45 
percent applUs for the discretionary income from $5,000 to $10,000, with 
progressively higher rates above that level. Independent students with no 
dependents will continue to have their incomes assessed at 75 percent. 

5 . up dating of the family size offsets to account for t he ri3e in the 
Consumer Prico Index (CPI) 

This year, as in' the past", the faailyt size offsets have been increased to 

unt for the effects of inflation, based on a projected rise in the CPI 
of 9.8 pcrc^ntT^iu^the^ffsets used in 1981-82 were multiplied by 109.8 
percent, and the resulting figures were rouhded^o_ttej*earest $50. When 
this regulation 4s published as a final regulation, that proje^e^^rc^ntage^ 
will be corrected, if necessary, and the family size offsets will be adjusted 
accordingly. 

Asset Treatment for Dependent Students 



The law requires that beginning with the 1982 <*3 award year home equity shall 
be excluded from assets. Further, it provides some requirements about parental 
asset reserve*, i.e.. at least $10,000 for all applicants, and at least an 
additional $50,000 for applicants with farms or businesses. 
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Out . *v>sals are based on these requirements. However, we have proposed 
that the as %c reserve for people who do not own homes shall be 325,000 as 
_ , the 310,000 reserve fur home owners. This provides the person 
a yes not own a home with the same asset reserve that he or she has had 
for j)*. .. a st several years, and compensates for the fact that the home 
^«fner new ,*-•£& all of the equity in his or her home as well as 310,000 of 
addi fc iooxj Msets protected. After all reserves are subtracted, we propose 
co isses3 the remaining not assets at the rcte ot five percent. 

The a^.ets of the dependent student are assessed at a higher rate than 
those of the students parents. Since the treatment of. assets specified m 
the law for the 1982-83 award year addresses the assets of both the 3tudcnt 
and the parents, the asset reserve of 310,000 is to be applied against the 
combined assets of the parents and the student. However, since we plan to 
assess parental assets at five percent and the student's assets at 33 
percent, we arc proposing that the minimum asset reserve of 310,000 be 
applied first 'against the parental assets. If the parents do not have 
JIO^OOO of net assets, they will not need all oS the 310,000 asset reserve. 
* n that"c^seV~che^ampunt of asset reserve that they do r.ot need will be 
applied against the students assets^— 



Depenuent students would only rarely own farms or business of their own. 
Thus, we are not proposing that a parallel treatment of farm and business 
assets bo implemented for dependent students. Rather, the farm and business 
asset reserve of *,50,000 will be applied only to cfte parental assets. 
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/. Definition of o married Independent student 

Traditionally, a student has had to establish a history of independence 

before he or she was considered to be independent for financial aid purposes. 

I 

Thus, a student has had to answer questions about his or her financial 
relationship with. his or her parents for not only the year in question, but 
also for the prior year. 

For 1982-83, the law requires t»at a aarried student only consider such , 
questions for the year of application. We have defined the year of appli- 
cation to ba 1982 for the 1982-83 award year because of considerations 
related to the application fona and the application processing system. 
Thus, for 1982-83, only those dependency que s.* ions that relate to the 1982 
calendar year will be pertinent in determining a married student's indepen- 
dent status t 

The three dependency questions arc whether the student: 

o 

1) will live with the parents for wre than six weeks; 

2) will be claL*ned by the parents as a dependent on a Federal 
income tax return; and . 0 

3) will receive sore than S750 in support from the parents. 



r 
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This, in brief, Is car proposed formula based on current law, submitted 
simultaneously with our proposals for statutory changes rfhich would allow a 
more equitable distribution of limited funds. 

We would also take thi3 opportunity to draw the attention of the Subcommittee 
to language included by the House in their fiscal year 1982 appropriations 
bill for the Department whxch would have the effect of diminishing what we 
are attempting to accomplish with this family contribution schedule. The 
provisions in question would increase the cost of the Poll Grants Program 
to approximately §3.364 billion thus exceeding the House allowance of 
S2.526 billion for the^program by some S838 million. This would trigger the 
use of statutory reduction formulas which will significantly reduce the 
awards to the neediest students wnom we have attempted to protect. Appli- 
cation of the first st*te of scheduled reduction would reduci cor.ts by only 
S150 million. The remaining S686 million will require rateable reduction 
of all awards by 21 percent. This would result in reducing the awards of 
the neediest students by S387 — to an effective maximum award of 51/ 41 J. 

The language, as written, would have the following effects: 

— Social Security education benefitJ and one-half of VA benefits 

t 

would not be counted in the determination of pell Grant eligi- 
bility. At many institutions this could result in total aid 
exceeding total need for SS and VA beneficiaries at a time when 
needy students may bo receiving reduced iwards. 
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The Secretary's authority to set cost of attendance allowances 
is restricted. Rather, cost of attendance vould be set by insti- 
tutions for roco and board for students without dependents 
living off campus in institutionally owr.Ad or operated housing 
or off campus but not at hone. Further, room *nd board costs 
for commuters would be $1,200. 

— The same assessment rates on discretionary income are provided ^ 
for all students — dependent and independent. This is contrary 
to our traditional treatment which has taxed independent students 
at higher rates in the belief that as the beneficiary of their 
own education, they should contribute a higher percentage of 
discretionary incone than the family of a dependent student. 

The language retains the 1981-82 contribution schedule for 1982-83. Con- 
sequently, faaily size offsets are not Indexed by the Consumer price index. 
On a practical level, it would require the use of the 1980 base year data 
employed in the 1981-82 contribution schedule. This would result in awards 
being made on the basis of two-year old income Aata and would require that 
the over 30 million application forms th^t have already been printed with 
questions relating the 1961 family income would have to be reprinted and 
distributed. This would result in an additional cost of between $2 and S3 
million. 
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w« do not believe that all of these ^plications were Intended or anticipated 
but we would hope that this language would be carefully reviewed by the 
Congress before work is completed on the appropriations bU*. 

If ]om have any ?ue<»tions on ov: proposals, I would be happy to answer 
then tt this tine. 
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PELL (BASrC EDUCATIONAL OPPORTUNITY) GRANT PROGRAM 

COST PROJECTION 
USING FIXED PARTICIPATION RATES 
OFFICIAL CALIBRATION/UPDATE 16 



SUMMARY 



Annual Adjusted 
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Income 




cipation 
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-9999* to 


3000 


74.23 


5 16 , 176 


3001 to 
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75.42. 
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80.98 


439,091 
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89.94 


286,487 


15001 to 


20000 


92.30. 
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8. £3 
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S22 
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0. 10 
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1174 


3,320,S37,341 


100.00 



3,320,537,341 — TOTAL PROGRAM COST 



SIMON AMENDMENT . 

1981-82 FORMULA APPLIED TO 82-83 

$1,800 MAX/50% COST/INCOME IS BASE Y2AR 80 
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DEP I HO NEC DI/ELIM SSS-+46M 

DEP«0-5-12. 5/5-10-15/10-15-17. 5/ r 15f20 

IND-SAME AS DEP 

NO OPPS FOR STATE $ LOCAL INCOME TAXES 
COE ADJ-lOOO;700»200/FSO-NOT INDEXED 
NO ADMIN ALLOW/NO SH 
MODEL VERSION 22 



9 

EMC 



o 4 

kJ J. 



X 



PELL (EASIC EDUCATIONAL OPPORTUNITY) GRANT PROGRAM 



COST PROJECTION 
USING FIXEO^ARTICIPATION RATES 
OFFICIAL CALIBRATION/UPDATE 16 




SUMMARY TABt 



Annual Adyiste^ 


% Parti- 


Recipient 


$ Of \ 


Average ■ 




% V)f 


Income 




cipation 


Population 


Total 


\v Award 


Program Cost 


Totil 


-99999 


to 


3000 


74.23 


516,176 


- 18.27 


ll$4v ' 


595,867,940 


23.40 


3001 


to 


6C00 


75.42 


544,869 


19.29 


1128 \. 


614,629,441 


24.14 


6001 


to 


9000 


80.98 


439,091 


15.54 


1062 


\ 466,304,597 


18.3 


9001 


to 


12000 


87.01 


362,836 


12.04 


¥40 


\341,199,874 


13. 4( 


12001 


to 


15000 


89.94 


286,212 


10.13 


785 


224^595,717 


8.8: 


7 5001 


to 


20000 


92.29 


357,835 


12.66 


547 


195,57^,385 


7.6* 


20001 


to 


25000 


91.29 


201,346'* 


7.12 


374 


75,318,656 


2.9£ 


25001 


to 


35000 


83.19 


107,256 


3.79 


* 284 


30,477,295^ > 


1.1S 


35001 


to 


999999 


75.18 


8,828 


0.30 


209 


1,842,988 \ 


0.0" 


# TOTAL 






82.00 


2,824,456 


100.00 


901 


2,545,873,897 


l<k> ,0C 



SIMON AMENDMENT/BELOW FIRST STEP BY 25% 
$1,800 MAX/50% COST/ INCOME IS BASE YEAR 80 
I HOME-$25K/FARM-BUS»$50K/5% 
DEP I NO H EG DI/BLIM SSS-+46M 
IND*SAME as DEP 

NO OPFS FOR STATE £ LOCAL INCOME TAXES 
COE ADJ-1000) 700j 200/PSO-NOT INDEXED 
NO \DMIN ALLOW/NO SH 
MOfjL^ VERSION 22 



on 



29 

Senator Stafford. I apologize for this, but the rollcali is now on 
the second bell, so we will have* to recess. 
Dr. Elmendorf. I am finished. 
[Recfess.] \ 

Senator Pell [presiding]. The neaiing of the Subcommittee on 
Education, Arts and Humanities w\ill come back to onjer. 

Dr. Elmendorf, I look forward to reading, your testimony, and 1 
understand you had just finished lit. And Mr. Saunders and Mr. 
Martin, there is going to be another rollcali vote in a little while, 
* so I just wanted to let you know.- 

Mr. Saunders. 

Mr. Saunders. Thank you, Senate r Pell. 

On behalf of the 10 associations 1 sted^on my statement, 1 would 
like to express our appreciation for this opportunity to testify. 

1 would like to submit my statement for the record, and 1 would 
try to briefly -summarize our major points. 

We urge rejection of the administration's formal and alternative 
proposals, and we ask for prompt legislative ^action in the form of 
an amendment to the appropriations bill. * 

Senator Pell. I was wondering if lou could limit >our statement 
to about minutes— and Mr. Martin the same- and we would like 
to get a few questions on. \ 

Mr. Salndkrs. We do ask for prompt legislative action to contin- 
ue the current Pell grants family contribution schedule with sever- 
al modifications. 

First, to update the family size offsets and the asset reserves fur 
inflation. Second, to impose a series of progressive tax rates on 
families with dependent students. And third, to impose a Iineai rc 
duction formula to protect the neediest students, and to reduce 
other awards proportionate to their size when that action has to be 
taken. 

We also urge legislative action to delay implementation of the 
single needs analysis which the 1080 amendments required for Pell 
grants and for the campus-based programs. In this, we support the 
administration's request. Unless the system is decoupled and the 
current benchmark system is retained, eligibility for the campus 
ba§ed programs will be severely constrained with disastrous re 
suits. 

W r e urge this course because of time constraints and for substan 
tive reasons. Senator Stafford, in his opening statement, has al- 
ready referred to the urgency of the problem. As of this Sunday, 
November 1, ever} day's delay in establishing the family eoutribu- ' 
ti^n schedule will result in increasing delay and disiuption of tty> 
entire student aid system. 

We ^lso oppose the administration's formal proposal and its in 
formal alternative, partly because of these time constiaints and y\w 
lack of tinie to examine their recommendations and analyze then- 
impact, butatec for a number of substantive reasons 

We oppose tiie administration's recommendations for treatment 
of social security and veteians' benefits. We prefer the Housu lan- 
guage which is Consistent with those benefits in the guaranteed 
loan program. 

. We also oppose use of the family contribution schedule approval 
process as a means of seeking approval of a $1,07(5 maximum for 
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.Pell grants. The Pell grant maximum is not a part of the family 
contribution schedule and we would point out that the waiver au- 
thority in the Reconciliation Act only applies to reductions to the 
reconciliation level of $2.65 billion and cannot be used to reduce to 
the administration's request. 

We stress the importance of the $1,800 maximum Pell grants as 
the minimal acceptable level of assistance. That is the level as- 
sumed in the Reconciliation Act. It is the level contained in the 
House-passed appropriations bill. It is the level contained in the 
Senate Appropriations Subcommittee bill. Since the academic year 
1979, which was the last year in which the $1,800 maximum was 
paid, college costs have gone up 30 percent, and so an $1,800 maxi- 
mum paid for next year would really only be worth $1,350 in terms 
of 1979-80 dollars, and if you paid a $1,670 maximum," that would 
only be worth about $1,150. So we are concerned about the attri- 
tion of the value of the Pell grants. 

The administration seeks to tinker with the needs analysis 
system in order to achieve this precise budgetary goal of $2,187 bil- 
lion. We believe itiis totally inadequate. 

As you said, Sefiator, in your statement, h is half, a billion dol- 
lars below the reconciliation level, and that reconciliation level 
itself was $700 million below th^ level of the Pell grants modifica- 
tions of the 1980 amendments and over $1 billion below current 
seryice levels required for all student aid programs. 

So the administration's proppsals would repeal the Middle 
Income Student Assistance Act and limit Pell grant aid to students 
with family incomes under $15,000. 

So, in summary, we do ask th&t prompt legislative action be 
taken to continue the current family contribution schedule with 
the modifications I have identified. 

Thank you very much. 

[The prepared statement of Mr. Saunders follows:] 
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Mr. Chairman end Members of the Subcommittee: 

We appreciate the opportunity to appear before this subcommittee to comment 
on tne family contribution schedules proposed by the Administration for the Academic 
Year 1982-83 for the Pel! Grant and campus-based student e-id programs. 

We oppose the use of the family contribution schedule as a means of 
restricting Pell Grant funds to the precise amount of the Administration's budget 
request. We cannot support either of the two family contribution schedules proposed 
by the Administration. Both are explicitly predicated on Implementing the Adminis- 
tration's recently reduced request of $2,187 bKlion for Pell Grants — an amount 
almost $500 mi 11 Ion below the level accepted by the Administration for FY 82 in the 
Reconciliation Act of August 13. All student aid programs already have taken a cut 
of over $1 billion from Current service levels for FY 82 fa the reconciliation process. 
In the light of these painful cuts, students should not be fc-ced to take further 
reouctions below the Reconciliation levels. 

The Administration's revised request would provide totally Inadequate funding 
for the foundation grants in the national effort to provide equal educational opportunity. 
It is substantially below the F w 81 Pell Grant appropriation of $2,346 billion, the 
$2,526 billon contained in the House FY 82 appropriation bill, the $2.37 billion in 
I!* A*™** Appropriations Subcommittee Mil, and the $2,65 billion contained in the 
keconci Hation Act — itself a $700 million reduction from the level required to 
Implement the 1<>80 Amendments and maintain awaYds for all current ellgibles. 

The complicated Notice of Proposed Rule Making submitted by t^s Administration 
makes it difficult to evaluate eithe^ the formal proposal or the Administration's informal 
alternative because of the lack of detailed impact data on how many students would be 
affected and to what extent by the various provisions, and because of the lack of speci- 
ficity about the alternative proposal. The formal proposal would, in effect, repeal the 
M-ddle Income Student Assistance Act of 1978 and Unit Pell Grants to students with 
family incomes below $15,000. U is bastfd primarily on budgetary considerations. 
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The inform alternative contains sooe technical changes that may have went. if 
supporting data were available for analysis, but we cannot recommend taking the tine 
to make tne analysis that would be necessary at this late point in the processing 
' ycle. 

The Omnibus Reconciliation Act of 1981 Mandated that the family contribution 
schedule be submitted to Congress by September I. 1981; in contrast, this NPRM was 
published in the Federal Register on October 16. witn a comnent period extending 
until December 15. The changes it would require coul d necessitate -changes in the 
form? -hich must/be printed for federal student aid applications. At this point, 
any delays d result in serious disruption of the processing of applications which 
begins in Noveober-Ldcewber, for the campus-based" proyrans as well as Pell Grants. 
Therefore, it is urgent for Congress to approve a schedule without the full-scale 
review which would be n?eded to implement a single system for need analysis for 
Academic Year l98^-83. Institutions and students must have adequate advance warning 
of -Mjor changes in the need-analysis framework for Pell Grants and campus-based 
programs, and we believe it is already too late for such changes for Aodemic Y<ar 1982-83 
As the most pragwtic and least disruptive course of action under the -urrent 
-liie restraints, we rcooimend that the existing Pell Grant need-analysis system (a' ready 
restricted last spring) be continued for another year, with several minor modifications. 
de urge that these Steps be implemented immediately, by amendment to the Senate 
appropriations bill, similar to the action already taken by the House 

* , At tne same time, we support the Administration's recommendation tnat the 
need-analysis system for Pell Grants be separated from that for campus-based programs 
for 1982-83. and that the existing system for establishing bench-marks for expected 
family contributions for canpus-based aid by regulation be continued for the 1982-83 
year Unless the system is decoupled, student eligibility for these programs will 
be artificially restricted still further, with chaotic results on the nation's campuses 
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The issue of the maximum a»ard is not part of the family contribution 
scnedule Never;neless the Administration without authority has csed this NPRM to 
request continuation of e $1,670 maximum award. We strongly object to this 
recommendation and urge the committee to restore the maximun award to its FY 79 
level cf $1,800, as assured in the Reconciliation Act and in both the House-passed 

fY 82 appropriations bill and the Senate Appropriations Subcommittee bill. We 

i 

believe that t^is is a minimum acceptable lewel of assistance to the neediest students, 
*n view of the' fact that college costs will have risen 30 percent since Academic 
Year 1979-80. .and in Academic Year 1982-83 an $1,800 maximum award actually will be 
worth SI, 350 in Academic Year 1979-80 dollars. 

We also oppose the Administration's proposal to add Social Security and 
veterans educational benefits to expected family contribution instead of counting 
them as part of family income as the statute specifies. They are in fact student 
resources, and should not be counted as part of the family contribution. The 
Administration's intent is to foreclose the possibility that grants from one or both 
of these programs, in combination with the Pell Grant, may exceed a student's educa- 
tional costs. We believe that this proposal is unduly harsh. It would render most 
of these -students ineligible by, in effect, taxing these benefits at 100 perceny.when 
no other income under the Pell Grant program is taxed at such a high rate. A preferable 
course would be that recommended in the House bill, which is consistent with <^e 
treatment of these programs in the Guaranteed Loan Program. It Provides »n such cases 
that the Pell Grant shall be reduced until it does not exceed the cost of attendance 
in combination with expected family contribution and veterans and Social Security 
benefits The Congressional Budget Office estimates that this approach *ould save 
approximately $!0O million 

. While *e recommend continuation of the current need-analysi < system tor 
another year, «e believe it is essential to update the family-size offset for infla- 
tion — a procedure which wa?> deferred for the first time m FY 81 We are concerned 



o - 



35 



that this step was inadvertently omitted from the House language, failure to update 
the family-size offset tor the second consecutive year would further penalise students 
just below the poverty level. {For example , a student from a family with $8,400 in 
income would be assured to have S750 m discretionary income, and would have his Pell 
Grant reduced ~*om SI ,800 to $1,725, even though his family is actually below the 
poverty level and should receive the maximum avtfrd.) We also suggest that the current 
treatment of assets be updated for inflation. 

We believe that cost reductions in the Pell Grant program should be acnieved 
pr warily through a series of progressive tax rates on discretionary income for 
families of dependent students, and through an equitable reduction formula not 
tnrough annual tinkerinq witfi the details of the schedule. Both the House bill and 
the .Administration's alternative proposal would establish a series of progressive 
taxVates on the income of families of dependent students, instead of the current 
rate of 10.5 percent At the highest level, these rates would approach or equal the 
current 25 percent tax rate on the income of independent students who are married or 
have depencents. We support a statutory change in the reduction schedule which would 
assure that, if appropriations are insufficient, no reductions would be made in the 
awards of the neediest students (particularly those -ith an expected family contribution 
of 0 - S60O). ancTthat all otner awards would be reduced in a linear schedule propor- 
tionate to the size of the award. 

In susnary. we urge that the Administration's complex proposal be reject?d 
and that prompt legislative action be taken to continue the current family contribution 
tchedule with modifications to update tne fwilv-siic offsets and asset reserves for 
inflation and to impose a series of progressive tax rates for the families of dependent 
students*, supplemented by a linear reduction formula which would p-ovide whatever cuts 
cay be made neceisary by the final appropriation bill These modest changes ar* 
preferable to extensive modifications of the entire range o* tax rates and asse< 
treatment, particularly in view of the lack of time remaining for careful analysis 
of tne iopact of the Administration's complex recomendations 

We appreciate this opportunity to testify 05 this important issue which 
has such a serious impact on the opportunity of students to attend the nation's 
public and independent colleges and universities. 
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Senator Pki.i Thank you veiv much, Mr. Saunders. 
Dr Martin'' 

Mr Martin Thank you ver> much. Senator Pell. It is a pleasure 
to appear before you and Senator Stafford, and I would like to ask 
that our statement be inserted in the record. 

Senator Pru. Without objection, it will be done. 
^ Mr Martin Let me just say, as was pointed out in yours and 
Senator Stafford's opening remarks, we also share your concern 
about timing on this issue. 

As you well know, and the members of this subcommittee know, 
the Pell grants program has become the cornerstone of the Pell 
grants program in the last 9 years and, as such, it is essential that 
accurate and timely information be available 'to students and par- 
ents if the> are going to properly plan for their educational enroll- - 
merit for this coming fall 1 regret that we have been through a 
process in the last few months that have delayed this, and we are 
on the verge now of a very critical timing in terms of getting this 
information out. in terms of providing that* across this country, be- 
cause most colleger and universities are al ady well underway 
with high school guidance counseling of conducting ^day and night 
programs where they are trying to assist parents and students on 
how to plan foe next year, and what their awards are going to be. 

We have a large hole at this t ; me because there is no certainty 
on that schedule. We have also looked carefully at the statement 
thi't Mr Saunders has just read and would endorse those concepts. 
We think that there are some worthwhile kinds of technical 
amendments to the program that have been proposed by the ad- 
ministration, it is questionable whether all of those should be done 
at this particular time We could certainly endorse some of those in 
terms of trying to improve the inequities in the program, but I 
think there are also some points that need to be looked at careful- 
ly- 
One of the items we would oppose is the administration s treat- 
ment on educational benefits for those students that are receiving 
social security or Veterans* Administration benefits. They would be 
adding that directly to the eligibility index of the students '.hich 
would have the effect of virtually eliminating everv one of those 
students. 

We have no problem with treating that as a student resource 
against the cost of education to insure that we are not overwork- 
ing students with Federal funds, but we do not think that students 
should unfavorably have taxes added on more heavily. 

We also would find some objection to the treatment that has 
been proposed in the alternative proposal of the administration on 
assets > % 

We agree with the administration that perhaps assets, and par- 
ticularly home equity, should be looked at, but last year, when we 
were working on educational amendments of 1980. at that time we 
had recommended updating those particular offsets in, terms of 
trying to adjust for inflation. The four-step proposal that is out- 
lined in the administration's alternative in the preamble, it seems 
to us, is somewhat cumbersome and unnecessary. Not onlv that, 
administratively it would be impossible to do for this year, since it 
ls my understanding that the multiple data entry forms have al- 
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read> been wrapped up and are ready to go to press and, as such, 
there is no separation on business and farm assets, let alone a sep- 
aration of the farm value from the home to the machinery. 

The onl> way you could deal with that is to reject roughly half a 
billion of the applicants and send them back to check supplemental 
data from families*. It seems to me our attempt to simplify this and 
reduce paperwork, that that is counter to what we are trying to do. 

We would support a proposal of perhaps increasing the current 
two system offset, where we provide $25,000 and $50,00Q protec- 
tions and perhaps increase those for inflation maybe up to $40,000 
for a family's home, and maybe $80,000 on business and farms and 
continue with the process that has worked before. 

I would also underline very importantly the point that Mr/ 
Saunders made in his comments in regard to the need to separate 
the needs assessment on the Pell grants from the campus-based 
program. 

>ou well know, we had worked diligently with you in termfe of 
trying to develop a single needs analysis system in the educational 
amendments of 1980. Without some explanation or liberalization, 
we are reaching a point where we would be reducing students' eli- 
gibility on campus-based funds as opposed to Pell grants. If we do 
not have a Pell grants program that is funded at a level that is rea- 
sonable, that would allow for a single system, then it is essential 
that we separate that, otherwise, we are going to be denying stu- 
dents who have legitimate needs for being campus-based assistance. 
Another form of budgetary squeeze. 

I say that because under the Pell grants schedule we are only 
dealing with a portion of.the student's educational costs, and if you 
look at how that schedule has been put together for the last few 
>ears, as we testified before, we are using actually family size off- 
sets that are an> where from $150,000 to $50,000 below what most 
families are pa>ing. We are also forced to deal with a self-deter- 
mining cost of acceptance that limits us on such items as room and 
board and books and supplies, transportation, personal expenses 
that have no relationship to what students are really paying in this 
eountrv, and as such, if we use the same schedule, then we would 
artificially be imposing price, restrictions and artificially talking 
about the family's needs in terms of what the family is finding. 

In essence, I would say to you, Mr. Chairman, that we would ba- 
sically also support you on the idea that the appropriation level 
that has been proposed b> the administration, that this family con- 
tribution schedule is inadequate, tremendously low. We would sup- 
port authorizing $2.05 billion in the Reconciliation Act as a more 
reasonable figure, and feel that has already greatly restricted the 
program. 

Second, we would continue the needs of the Pell grants program, 
with slight modification in light of timing. 

One change we would support along that line would be to per- 
haps look at the development and the implementation of a linear 
reduction formula that would be faij, to avoid the potential disloca- 
tion of funds that would occur if, in fact, we used the language that 
is in the current law. 
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And last, but not least, we could encourage and endorse the 
administration's proposal of separating the campus-based needs 
analysis to the Pell grants that is contained in this schedule. 

I thank you very much for the opportunity to be here. 

[The prepared statement of Dr. Martin follows:] 
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Prepared Statement of A. Dallas Martin, Jr , Executive Director, National 
Association of Student Financial Aid Administrators 

Vr. Chairman, we sincerely appreciate the opportunity 
to appear before you and the members of the Subcommittee 
today to discuss the NPRH wh:ch was submitted to Congress by 
the Department of Education and published on October 16, 
1931 m the federal Register, covering the Family Contribution 
Schedules for tne Pell Grant and Campus-Based student aid 
programs 

Unfortunately, we regret that this meeting could not 
have occurred a month and a half ago, since-that is when the 
^Sfcks, 1 Reconciliation Hct mandated that these scheduler be 
submutel to Congress for your consideration We also 
realize U»|it i.o$t of the delays have not been the fault of 
the per.ornoi within the Education Department, but rather 
dje to discissions that nave been occurring within the 
Office of Management and Budget However, it is precisely 
because of this delay in submission, that all of us are now 
faced with a difficult set of circumstances that will either 
require immediate action by the Congress to specify the 
schedules and conditions for determining student awards for 
the liJ?-S3 *./drd year, or run the risk of again credtinq a 
rcajo- delay in tne student aid delivery s^tem. 

As most members o< tms Commit tee Icnow , in the past 
nm* /eirs the Pell Grant program has become tne cornerstone 
of tne student aid programs, and as su.r, u is absolutely 
essentia) that accurate and timely information about tne 
program be di ruminated in early fall to students and 
families so tney'can begin to make their educational plans 
with some certainty fo the coming year. 
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Even as we now speak, throughout this country high 
school counselors, admissions personnel and financial aid 
administrators are conducting college day and night programs 
which are designed to assist students and parents in obtaining 
information on how to apply for financial aid and admissions 
at, the schools of their choice. Unfortunately, the information 
being disseminated is incomplete because decisions regarding 
student aid funding, and Pell Grant awards in particular, r 
have not yet been decided for the upcoming academic year. 
Therefore v it is essential that we reach closure on this 
matter as soon as possible, so that everyone can proceed 
with some certainty as to what level'of funding will be 
available and who will be eligible for the program. As such 
we must oppose the alternatives that have been advanced in 
the October 16th, Notice of Proposed Rulemaking. 

The proposed schedule is based on a revised Administration 
budget proposal of $2,187 billion, which is $463 million 
lower than the level authorized in the Omnibus Budget 
Reconciliation Act of 1981, Thi^ lower figure, i f adopted, 
will either- {1} imoose a series of taxation rates upon 
discretionary income that will eliminate from eligibility 
all of tnose moderate income families that were assisted by 
the passage of the fiddle Income Student Assistance Act, or 
(2} require a number of statutory changes that will treat 
^arry students and families d i f f er en 1 1 y , than they are being 
treated now. These changes are designed to simply hold down 
program expenditures by refusing to accept the true costs of 
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education that must be met and by pretending that inflation 

doesn't exist. 

Therefore, we would strongly encourage you to:* (1) 
support the autnor ization level of S2.65 billion which w<is 
contained in the Omnibus Budget Reconciliation Act; {2} 
continue the existing Pell Grant Need Analysis system for 
another year with only sone minor modifications; and, (3) 
suoport the Administration's proposal to separate the 
campus-based need anulysis system from the <e1 'gibi lity 
determination for Pell Grants by continuing the Secretary's 
authority to establish annual benchmark figures for use m 
appraising need analysis systems. 

By following these steps, we fee* that students will be 
better served, and that there will be less disruption to the 
del i very sy > tern . 

Additionally, we do support some of the technica-1 
changes that have been proposed by the Department of tduCdtion 
and feel that these issue> should be addressed. 

For example, we would support the Administration's 
contention that student assets should .continue to be assessed 
at a higher rate than those o f the parents with no reserve, 
and that th»> d cessment of income and assets of named 
independent students with no dependents other than the 
spouse snould be sinil-r to the ti eatment used for a single 
independent student 

'Ae also suoport the concept of including sone portion 
horie equity arr.ong assessable assets. We wouifc not, 
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however, support the asset treatment proposed by the Administr- 
ation. Currently, the Pell Grant formula provides an asset 
protection allowance for all families up to $25,000 and an 
allowance up to $50,000 for -farm or business owners. The 
Education Amendments of 1980 amended this section and 
excluded from consideration a family's home equity. While 
we do not expect most families to obtain a second mortgage 
on their home to help finance their children's education, we 
do feel that such an asset should be considered when trying 
to rank students as to who has the greatest financial need. 
Therefore, we had recommended at the time the Education 
Amendments* of 1980 were being drafted that the asset protection 
allowances be increased to take into account 'he impact of 
inflation upon all assets, 

I 

As such, we had recommended that 'the $25,000 asset pro- 
tection allowance be increased to $40,000 and that the 
$50,000 exclusion on farm and business assets be raised to 
$80,000 We still would support this change as opposed to 
tne proposal being suggested by the Administration. The 
Administration's proposal would reduce the asset protection 
allowance for non-homeowners from $25,000 to $8,000, thus 
creatine a much higher expectation on these families than »s 
now expected and thus either reducing or eliminating from 
eligibility many students from families that resido in 
apartrents or rental units. The Adr..: n i s tra t ion 1 s proposal 
would also require farm families to differentiate between 
those assets which are related to the value of the farm, 
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vers*', those that are related to the value of farm machinery 
or equipment. Since the application forms have already been 
proved for the 1982-83 school year and are currently being 
printed and distributed, the only way this change could be 
accomplished is to reject ^'applications for all farm and 
business owners and go back to them for supplemental data. 
HIM we are trying to improve the timing of the delivery 
system, and reduce the amount of paperwork involved, it 
iould seer, that such an approach is nighly questionable and 
would affect Vbout 470,000 applicants. 

Therefore, we would suggest that simply increasing the 
curren- asset protection leve.s and using the same procedure 
th4t , s now in effect would be a better way to handle this 
, S sue. We would also disagree with the Administration's 
treatment of Veterans and Social Security Educational benefits. 

, hlle we agree that such benefits should be taken into 
consideration to avoid the potential that a ctudent could 
have an overaward of federal benefits, the approach suggested . 
hy the Administration would add these benefits, dollar for 
dollar, to tne student's Eligibility Index. Thus, for all 
practical purposes making it impossible for any of these 
Students to qualify foV a Pell Grant. We would suggest that 
tnese ber.ents either be included as a student resource and 
„p|,*d against the cost r of-attendance, as is currently 
be ,ng done ,n the GSL program; or factored in at 50 of 
the- value against the student's Eligibility Index, recognizing 
that the hell Grant ,-ogran. only attempts to provide up to 
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one-half of a student's cos t - of -a t tendance and* that other 
benefits and student resources should be used to make up„the 
regaining amount. The effects of these various alternatives 
is shown in the chart attached to our formal written testimony. 

We are also disappointed that the 'Admi n i s t ra 1 1 on 1 s 
.Proposal fails to recognize any of the changes in the co<t- 
of- attendance provisions contained in the Education Amendments 
of 1980 and is again seeking a deferral of these items, ° 

As we have stated before this Subcommittee on previous 
occassions, the "costs" that are allowed for determining a 
Pell Grant Award are artificially imposed to hold down 
progrjT' expenditures. 

The current cost of attendance regulations for Pell 
G'anu restricts costs for books, supplies, transportation 
and miscellaneous and personal expenses to $400 per year for 
all students regardless of where they are going to school or 
their academic program of study. By comparison, these costs 
average between $950 to $1400 per'year at most schools. 

In addition, the Pell Grant cost of attendance reoulations 
restrict room and board allowance's to $1100 per year for any 
student who is not residing in institutionally owned or 
operated housing, tr.us . discriminating against these students 
wro ar« forced to live off-campus or ,n the corr.n unity 
Further, jllowances for expenses reasonably incurred for 
cm Id 'j re anJ cost related to a handicap are not considered 
^ the current Pell Grant cost of attendance. Therefore, 
all student-' "true costs of attendance" are automatically 
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underestimated between $900 and $2500 in the Pell Grant 
budget. 

The Education Amendments of 1980 changed these inequities; 
however, the Administratior withdrew the revised cost of 
attendance regulations which were published January 21, 1981 
in the Federa 1 Reg i s ter and has now stated in their JJPRM 
that they are "considering a rule which will more accurately 
reflect living expenses directly related to the cost of 
postsecond<ny education." 

Given the fact that this NPRM is bcng used to advance 
a budget request for Pell Grants that .b below current 
authorizations levels, we do not hold much hope that any 0 
"new rule" advanced by the Administration on cost o f attendance 

i 

will address the current inequities and, thus, increase 
program outlays. 

Nevertheless, something needs to be- done to at lea^t 
nominally increase the cost allowances. If we are not going 
to recognize "real" educational costs in the program an' 1 are 
going to continue to hold down program expenditures by 
supporting these "contrived" costs, then perhaps we should 
at least adopt some standard allowance that could be applied 
fairly to all students and stop discriminating against those 
students who are required to live off-campus, and therefore, 
are denied equal treatment compared to their colleagues who 
live in institutionally owned or controlled housing. 

Another item that is worthy of comnent is the way in 
which the NPRM glosses over the updating of the Family Size 
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Offsets to account for the increase in the consumer pihce 
inde<. Their proposal states, "This year, as in the past, 
the Famtl/ Size Offsets have been increased to account for 
ire affects of inflation., " 

Tnis 1* absolutely false, since the Administration did 
n<u update th* Family Si 7 e Offsets last year. Members of 
this Committee will recall that on March 13, 1981, the 
Aamn i s tra 1 1 or withdrew the oTfsets that were proposed for 
the 1931-82 system, and reissued the schedule using the same 
fijures that *t.>re used for tne 1980-81 system 

T>t»'«» jre, the figures that arj proposed Dy the Ad- 
■ i nst»*Jt'cn are understated since y were not adjusted 
la.t /p^r, and are actually lower than what the schedule* 
s^ouM h«we bc»en in 1981-32. 

Tr*« follow in <j oh art shows tne differences in the offsets 
^tt*er»n *hdt tnty should have been and what is beinj proposed. 
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FAMILY SIZE Off SET COMPARISON FOR OEPENOENT STUDENTS 



fiunrer of Initial fY 81 



6,3 r <0 
3.6S0 

io,?no 
11.550 

\S SCO 

1*S$5 i 



Admnistration's 
Revised FY 31 
Offsets 



5,000 
6.050 
J. 700 
9.050 

lo.rso 

12.550 
13,750 
U.S-jO 



Adr'mstration's 
Proposed FY 82 
Offsets 



5.500 
6.650 
8.450 
9.95C 
11.250 
12.500 
U.75Q 
15.000 
16,250 



Initial FY 81 
Offsets Updated 
for f\ IZ* 



6.200 
7.450 
9.500 
11.200 
J 2. TOO 
14.050 

17 t C5'i 
13. iCO 



f's.eti 'ncr eased by 9 3 rounded to neatest $50 



r 'tt* e i fi a 1 i:.ec *e *»ojld like to addre't. involves the 
nf-ci *' T i r * *y the rjteabit reou< Mon language contained tri 
cjrrtji: "^e m'ent ot the *-s*i*Mtle reduction laniuagt 

is to ^r-^iOf ',o.-t' e 4 sj 1 1 <a t e neans ot reducing a student's 
awarl in ypar in *h ij: h funding is not, sufficient to 

l u 1 ^ v it r t r» 1 1 jr. j'f A» 4 J ■ 1 1 u n 3 1 ■ / , t h *• ' n t e r« • e 4 t h i 
e e*.t'on i, to prgtett tho e students who have t f »e 'i r e.jte>; 
r *e l ifi^st Curr^r tl/. there Sff*s to be a di f fe ii"r« in 
in terVn't a r i on o^e' ' "* t h t> rateable reduction k i- 

to be SpptieJ * The»*» f ,t »» . *e wOotld su9'jt>,t t'^t this 
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section be revised and that new language be adopted which 
would establish a simple linear reduction formula that can 
be used if necessary to reduce entitlements. The advantage 
of such an approach is that it will eliminate xj\e step 
functions that now exist in the current language and will 
also eliminate any inequity that occu* s when you simply 
reduce all student awards by a flat percentage regardless of 
the student's need. We will be happy to work with your 
staff in developing this language if you decide to make this 
change . 

In surmary, Mr. Chairman, we urge you and the Subcommittee 
members to give serious consideration to the suggestions 
which we have made and hope that steps can be immediately 
aken to help finalize the Pell Grant Family Contribution 
Schedule for next year. As always we appreciate the opportunity 
to appear before you and wdlild offer any assistance to you 
that we can provide. 
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Effect of Administration's Proposal for Treatment of 
Social Security and Veterans Benefits Cor*>ared With 
Alternative Proposal 



Initial 
Eligibility 
index 

0 
0 
0 

• soo 

500 

SCO 
1000 
1000 
1CCC 
1500 
15O0 
1500 

1 



Cost 
of 

tc^cjjtjon 

S 1.000 
2.500 
4. OCO 
1,000 
2.500 
4,000 
1.000 
&. CCO 
,4.000 
1.000 " 
2.500 
4.000 



Initial, 
Grant 



432 
1.182 
1.670 
432 
1.182 
1.196 
0 
696 
696 
0 
196 
196 



Revised 
Eligibility, 
Index 

2000 
2000 
2000 
2500 
2500 
2500 
3000 
3000 
3000 
3500 
3500 
3500 



Change 

in 
Grant. _ 

S -432 
-1,182 
-1,670 
-432 
-1,182 
-1,196 
-696 
-696 
-696 
0 

-196 
-196 



1981-82 Payment Schedule 



Assunwji $;000 of t 


ducational 


benefits 








Eligibility Index * 0 
Cost of Education 


Initial 
Grant. _ 


Educational 
Benef? t. 


Total 

Aid_ 


Change 
Alternative 
Proposal 


in Grant 
Administration 
Proposal 


S 1.000 
2,500 
4,^00 


S 43? 
1.18? 
1.670 


$ 2.000 
2.000 
2.000 


S 2.432 
3.182 
3,670 


S -432 
-682 
0 


s -43: 

-1,182 
-1,670 


Eligibility Index ' Sf 












S l.oOO 
2,500 
4,000 


S 43? 
1.182 
1.196 


S 2.000 
2.000 
2.000 


$ 2.432 
3.182 
3.196 


S -432 
-68? 
0 


$ -432 
-1,182 
-1.196 


Eligibility Index - 1T0 












, S 1 .OCO 
2,500 
4.000 


0 

696 
696 


S 2.000 
2.000 
?.000 


$ 2.000 
2.696 
2,696 


0 

-196 

0 


0 

-6<*6 
-6% 


El lgtbil !y Inclnx 15> 












S 1 .OCO 
2 ,50 J 
4,000 


0 
)% 
3% 


t.000 
2.000 
2,000 


2.000 
2.19C 
2,196 


0 
0 
0 


0 

-196 
-196 
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• Senator Pku. Thank you very much, indeed, Dr. Martin. I am 
very grateful, too, for Dr. Eimendorf staying on. I thought perhaps 
fbrth° Uld ^ eduCated better * if we had more of a dialog back and 

As we move along now, you can disagree with any of the state- 
ments that are made. I would hope you would chime in. We are all 
from a different position, but we are all for the same objective 
which is the maximum possible education of the Nation s \oung- 
sters And Dr Eimendorf has certain restrictions and limitations 
which he cannot protest because he has to work within and do his 
best You have the luxury of having no restrictions, Mr Saunders 
and Dr Martin, and we have some restrictions, that is trying to 
get reelected. - « b 

As I understand it, in connection with the Pell grants, last year 
the assessment rate was 10 l/ 2 percent Under the administration s 
proposal without legislative changes, it is 40 percent. This may be a 
rather vigorous way, a painfui way, of the administration trying to 
get ns legislative proposal to pass. 

If they are passed, then as I understand it, it is 11 percent for 
the first *.>,000 13 percent from 5 and 10, 18 percent from 10 to 15 
and 2;> percent above 15. Is that correct? 

Dr. Elmkndorf. Yes, sir. That would be correct. 

Senator Pell Now, in connection with the application forms, 
have they already been printed? 

DP Elmen-dohf. A majority of them have been, yes, sir. 

Senator Pell Have they been printed based on the old legisla- 
tion or the legislation that you are proposing? 

Dr Elmkndorf. They have been on the old law, with the data 
collection mtent, trying to collect ard capture as much information 
that would be needed as a part of the newly processed iegislative 
requirements. 

Mr Martin makes the point that there is one piece that is not on 
there which deals with the separation of farm assets and business- 
assets That is correct. 

We have looked at the number of applicants that would be affect- 
ed by that It is approximately 7 percent of the applicant pool 

We feel that we could, without disrupting a majoritv of the pool, 
collect the necessary inibrmation for farm assets and business 
assets in that population. 

Senator Pell To collect that information, wouldn't it involve ac- 
tually writing a letter to each one of those individuals and saying 
'•please submit this further information"? 

Dr Elmkndorf I cannot give you the specific details, but Mr. 
V ignone, who is our chief, Pell grants program, in charge of that 
program 

Senator Pkll. Could you identify yourself? 

Mr Vign-one I am Joseph Vignone, Chief, Pell grants, Policy/ 
Analysis Branch. 

One possible way that we have been considering is to utilize the 
mechanisms, the eligibility report; that is, if the value is recording 
that data field, we would suppress computation, the eligibility 
index, until we s^nt the students— endorse delivery reports to sepa- 
rate the value of the categories, farm, business, the machine parts, 
and then at thai point when the students submitted a correction! 
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we would then i^ue the eligibility reports with the eligibility index 
separate. . * 

Senator: Pell. Do you have a book with you, a copy of the form 
that is being printed? 

Mr. Vignone. Yes. 

Senator -Pell. Do you have it with you? 
Mr. Vignone. Yes, 

Senator Pell. Could I see it? And if I could insert it in the record 
at this point, too, without objection, 
[The following was received for the record:] 
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DRAFT 

Application for 
Federal Student Aid 



err *> o 



(1982-1983 School Year) 

(Replaces the Basic Grant Application Form) 
"" What Is This Application For? 



You can use tht form In Ihlt booklet as the first step In 
appfylng for financial aid from live jtu<3ent mixinci pro- 
grams offered by the US Department ol Education Thai* 
programs can help you pay lor most Kinds of education 
after high sc>>oi, wrt^r you are attending a profes 
atonal school, a vocational or tecnnicai school, or college 
Tma application is lor Federal financial. aid for the 1982-83 
senooj year Uuty 1 1982— June 30 1983) 

The information on this psge will answer some of your 
Questions about these fNe programs The instructions will 
tali you what information you have te provide on the form 
If you have any questions after you have read the Instruc- 
tions talk to your high school counselor or the financial 
aid administrator at the school you want to attanc 



What Are The Five 

Federal Financial Aid Programs? 

— Pail Grants (formerly called Basic Grants) 

Pen Grunts are awarded to students who need money to 
pay for their education or training alter high school A Pell 
Grant is not a loan so you don t have to pay it back To 
get a Pen Grant, you must be an undergraduate who does 
not already have a Bachelor s degree You must also go to 
school at least half time 

— Supplemental Educational Opportunity Grant (SEOG) 
An CEOG is also a grant, you<oon t have to pay It back. 

To get An SEOG vcu must be an undergraduate who does 
not already have a Bachelor s degree Usually you must be 
going to school at least half time Howevor, II a school 
chooses it can award SEOG s to a limned number of 
students who are less than halt time 

— College Work -Study (Cw S) 

A CW S job lets you earn pan ot your school expenses 
These jobs are tor poth wdergraduale and graduate 
students Usually you must be going to school at least i 
half time However, if a school chooses, It can award I 
CWS jobs to a limited number of students who are less 
than half time 

— National Direct Student Loans (NDSL) 

NOSl S are low interest loans made through your 
school s financial rid office Attot you leave school you 
must repay this money These loans are for both 
undergraduate and graduate siudenl* who are going to 
school at .east half time 

— Guaranteed Sludent Loans (GSL> 

A GSL is a low i merest K>an made to you Oy a lender 
sucn as a bank credit union o» savings and loan associa 
tion These loans are for both undergraduate and graduate 



students who v going to school at least half tima After 
you leave school, you must pay this money back. 

Who Can Get Aid From These 

Federal Financial Aid Programs? 

To receive financial aid from these progtams, you must 

• be a U S citiz en or an eligible nonCltlzen 

• have fiaanctaFneed (The U S Depart men! of Education 
and your school wilt use the information you put on 
this form to determine yorr need ) 

• attend a school that takes pan in one or more of the 
programs 

• be enrolled and working toward a degree or certlfcate 



Do All Schools Take Part In These Five 
Federal Financial Aid Programs? 



No But more than 6.500 Collages, universities, hospital 
schools of nursing, vocational and technical schools take 
pan In one or more ot thorn Contact your school's finan 
ciai aid administrator to find out winch Federal programs 
your school participates in Also as* about any State or 
private aid the.: might be available 



What Happens After I Mail In This Form? 

Within six weeks after you mail in this form, the U S 
Depart merit of Education will send you a Student Aid 
Report (SAR) On the SAR wiil be a number celled a etu 
dent eld index <SAi) We use a formula established by law 
to figure this number from the information you give us on 
the application 



What Is My S tudent Aid Index (SAJ)?_ 

The SAI ts a number that tells whether you are eligible 
for a Pell Grant If yod are eligibla the financial eld ad- 
ministrator at your school will use this number to deter 
mine the amount of your award The lower your SAI is. Ihe 
higher your Pell Grert will be This number will also help 
the financial aid administrator determine whether or not 
you are eligible for aid from the SEOG NDSL, and CW S 
programs Ever If you don't qualify for a Pel! Grant, you 
may still qualify for one or more of the other four pro- 
grams Be sura to talk to your financial aid administrator 
to find out if your scnool needs any additional information 
Irom you for these other four programs 
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What Happens If I Don't Get An SAR? 
H you eool get an SAR m elx *Tite to 



Federal Student AW Programs 

PO Box 92505 

tot Angele*. CA 80009 

Giva your nam© adore**. »ociai eecunty nomowr, and 
data of &mr\ and a *k tor another copy ot your 5AR. I 
your eddrtsi naa changed aince you aent ir your applica- 
tion, be aura to grve vt bow your old and your new ad- 
oreas 

What If My Financial Situation Changes? 

Thie application »» mostly about income and ox 
panaes for 1981 It your financial aituation has recently 
changed <or tna worse, yoo may Da able to till out a 
Special Ccndit.on APPl.catlon for Faderal Stodanl AW 
That application asks mostly about tna income and ax- 
panaas you expect to have in 1962. Contact your financial 
aid administrator to find out mora apoot tns Special Corv 
dilion Application 



Where Can I Get More Information 

On Federal Financial AW? m . 

Thla booklet gives yoo* only a bnet summary o! the frve I 
financial aW programs off arad by tna U S Department of 
Education. Each financial aid program has Its own special 
leatures and procedures tn addition to the Intormatton 
you can gat iron*. your nigh achool counselor or you* 
scnoot'a financial aid administrator, you can also find out 
what aacrt program oMara end how It operates by raading 
the bookiat The Student QuWe: Fhre Federal Fli ncUt AW 
Programs, 1912-84. • 

To gat a tree copy, writ a to 

Federal Student Afd Programs 
Box 64 

Washington. OC 20044 

DEADLINE: MARCH 15, 1983 
we must receive your torm by Marcn i5. 1983 Howevet. 
you ahouid apply as early as possible, because mailing In 
your torm Is only the first step fn applying tor Federal stu- 
dant aW Schools ottan have earlier oaadtinei that you 
will have to meet 
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YEARNING. The U.S Department of Education can check the information you give on thti farm 
through a process called validation If You are selected for validation, you and/or your patents will 
have to provide the 1981 U S . State, or local income tax return, the worksheet* in this booklet, 
and other proof that Your information is correct. So it is important that you keep tins booklet and 
these financial records. If you get Federal student aid bv giving incorrect information, you may 
have to pay it back, 

INFORMATION ON THE PRIVACY ACT AND 
USE OF YOUR SOCIAL SECURITY NUMBER 



The Privacy Act o» 1974 seyi tnat each Federal agency thai 
eeks tv row' social security number or ptner information 
mutt tail you ttvt following 

t >t» legal nc*t to ask for tna mlormetion anc whether 

tna law tmyt rou mutt give <» 
2. whet porpoi* the agency Mi in ammo to* H and now 

n will be uveC 
3 »r*t cOuW Mppen It yoo do nof gr»e It 

Our *g*l rignt to reqylte that you prO«de ui with you' 
social secunty number for the Pall Grant end Guarenteed 
Student Loan programs ti bated on Section 7 le) (2) of I** 
Privacy Act Ot 1974 

Vow mutt gtve ui your loctal security number to apery tor • 
p*i\ Gr«ni or a Guarenteed Student Loan We need tna 
numptf on th»i form to be aura we know who you an to pr'*- 
c*i% your applcaton and to keep V»C* o» your record in 
addit«n we use your uciei securfty number tft the Pall 
Graft Proc'am in recording information •bout yout college 
attendance end progrei*. m making peymenti to vOu direct 
ry if) cm your co<*9« does not handle tfui and »n making 
sure trtat you have received your money If you do not give 
yom social aecurlty number, yOu win not gat • Pa" Gtent or 
a Guerenteed Student Loan 

We request that you vo*unt»rlly Q»va ui you' *od»i aaeurily 
numo»r it ro« wng lh<» form oniv to •poly fcx ftn«nci*i 
aid iyv3v ine Co»agt Wort Sludv Ntlton* Draci Stuoant 
l_oan tnC Supp««m#nt»i Educational OoPO^ur .fy Gr«nl P'O- 
or trri Wa u»r- vou' tociai *«cvfity num&r in procaasing 
you *ppJical»on M you 00 not flrve ui your 10CI»* »«curity 
numb*' you art ("vt OiiQualrtwo Irom receiving fmanCtai aid 
und*' in««* ihrat programs 



Cur legal ngftt to ask tor all information aiciot your *od«i 
«ecu«tr numoar n baaad on sections ot :na u* that 
stfthoriias tna f*W Grant, SuppJamenial Educallonsl Oppor 
tunltr Grant, Goings Work Sludy, National D<reCt Studsnl 
Loan, snd Guerantaed Student Loan programi Th«»« see 
noni inclwda sections 411. 4130, 443 *W. 425, 426 and *62 
of the Higher Education Act of i 9M ai amandad _ 

It yow •pp»y or mtand to apply for atooent s*o under alt frvs 
proararos you mutt till in all parti of the application form ei 
capt cjwa»t*oni X. 41. *-42 Howaver, It you a/s not app»r»r>0 
or intending to apply lor • GuaranleeO Student Loan yOu 
ne*3 not aniwer question* 7 and 15 as well is cjua»t-on» X 
41, a 42, Finally, if rou are not applying tor • Pet. Gram or • 
Supplemental Educational Op port unity Grant, you need not 
•Mw»r{jueil*n8asweliai30.4i, &*2 II you do not 
tniwer queit'On 42, wa will count youf aniwar ai No to« 

that Queation. 

We ask for tna information on the torm so that wa can figure 
your itudeni s»d tndei " The itudent aid mpai it used to 
hefp figure out how much FeOersl financisl i»d you will gat, it, 
an, It you do not give the tequwed mtormstion, you will not/ 
get any Federal itudent financial aid J 
We win sand rour name, addrei*. aocla* security num 
dste ot btrtrt, itudent aid indtcai itudent itstui year/ 
lege and State ot legal reiioence to the co»i*ge! yoaf Hit m 
oueition 41 even it you check "No" in queilon 42/Thii In 
formation »it: also go to ihe Stala aenoiarSfiip jf«Kr J" 
yo*»r State of legal rendence to help tnam coyC.naia State 
tinenciei eid programi with Fade/a* etudenjXO progremi 
Also m formation may be sent to memc***** Cong'eai It 
you o» you' pareriti eik tnem to help wiur Federal itudent 
aid quastions Wi mar I'M the interna! on for any pur 
pose wnich ti a "routine use * Irslad,* Appendu 8 ot 34 cm 
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INSTRUCTIONS 



Asad tha Instructions ij you Mil out this lorm. Most 
mista*es resell trom not reading the instructions 
Mistakes may deray the processing of your Abdication 
The instructions tor this form will usually answer Q ie» 
tiorn that you have it you need more -ieip contact a guid 
ance counseic at your h<gr school of the financial aid ad 
mtmstrator a: th# college vou pian to attend 
Although otner people (Besides the stuoent who is appry 
»ng for aid) may help fill out tr-s form it is aboul the stu- 
deni When we u»e,*tfe words you and you' ** 
• i* ays maan tre'student When we uS e the word 
college we mean a college un.versity graduate or pro 
lessionai, vocational c tecr-nicai scnoof or any other 
school beyond high school 

Records_You WIN Need 

Get together these recorM lor yourself and your family 
t^8l U S income tax return (IRS Form 1040 or 1Q40A) 
1981 State and local hcom e tax returns 
W7 Forms and other records of money earned tn 1981 
Records of nontaxable in^me, such as veterans, social 
se^jntv. or welfare benefits 
Current ban* statements 
Current mortgage intorrration 

iiecords o» medical or Cental bills 'hat were paid m 
unncss and tarn recoros 
Won't file a tax return If you or your parents won f be 
IH<W • it S ifKomw lax reiutn for 1531 youfl still need to 
know now much mcome if any was earned in 1981 
Tax return not competed yef» if you or youT parents 
haven t complied a 1981 u S income tax return but will 
be filing one use a blank tax return or the wornsheet on 
Pages 6 and 7 to help you estimate what will be on the tax 
return If the ectual tax rtturn figures ere different 
from what you give on this form, you 11 have to make 
corrections later 

FOretgn tax return, if you or your parents filed (or will file) 
a f9Sl income tax return with « central govcrnn<en} out 
■fide the United States, use the information from that tax 
return to fill out thij form Convert all figures to U S 
doiia's a you c your parents atso filed (or will file) a U S 
income tax return use information f»om Doth the US and 
the foreign tax return to fill out this form 

Note Don t repot fgodS tna' yov Of yOu' parents recerv*" as an 
aware under *r>* OstriOutton of JuagemerM Funds Act or the 
iAtasra Native C^ms Settle-**™ Ac as ticorr* o* assets Don t 
'•pon prope'ty as an asset i' (aj >l may no; oe so»e or have loans 
placed acams* it without the con$e«* a' t">e Secretary o» interior 
or iti (** property * r+Ki ir» trust K,' ytij f* yow' fam/ly By trx> 
US 50vemmr*nt T 

When You Fill Out This Form 

Use a pen with ptec* or car* ink dor t use a pencil 
^int caretu»y so that youi form wtl t>e easy to read 
Round of figures to the nearest dollar 

t* the .nstructions ten you to snip a Question you Can 
leave it blank Otherwise if a question does not apply to 
you ocn • leave it wank Put a zero m fe answer space 
For exams** ~ 

S O oo 

Thiscoofiet ontams two Copies of tne lo/m Use ore 
copy as a wor* $hee« ano tn*r* sure to keep »t and this 
boo*jet fo« your own reco'os Your schooi may ask to $«e 
vour copy o' i he form or the worksheets m t^e booklet ro 
ma*e sure you a'» getting th*> r.gnt amount of aid 



Section A Student's Information 

Write in this section information about the student who i; 
applying fc atd 

1 Write in your last name, first name and middle Initial 
Print caretulty For example 



lW. 1.1.1 l.a.qSon' 



2 Write m the address where you normally will be 
receiving mail If you may be moving, be sure to give 
us your permanent malt*ng address Don t use the ad 
Cress of the financial aid office or any other office at 
a school 

3 Write in your social security number Carefully copy 
the number from your social security caro 

4 Write in the date you were bom Show the month as a 
twodigil number "For example, becauso July is the 
seventh month, you would write "0T" in the boxes for 

Month " write in a two-digit number tor the day The 
fifth day of the month would be "05 " Write in the last 
two numbers of the y«ar For exempre, 1964 would be 
"64 " Therefore. If you were born July 5, 1964, write 

LCL7J-ICL5J -L6JU 

Mo*th Day ym< 

5 Write in the two-letter abbrevia'ion for your State of 
legal residence Use the Slate abbreviation list below 



State Abbreviations 




6 If you are a U S citizen check box (a) and go on to 
Question 7 Check box (b) if you are one of the follow 
Ing 

U S national 

U S permanent resident and you have *n Alien 
Registration Receipt Card (f i5i or » 55i) 
Permanent resident of the Northern Mariana 
islands 

Permanent resident of the Trust Territory of the 
Pacific fsiends 

Other noncitiren, and you have one of the 
following documents from the U S fmmigration and 
Naturalization Service 

An officiaf statement that you have bven granted 

asylum In the US 

Arrival Departure Record (1 94) showing any one 

of the following designations 

(a) 'Refugee 
or iB) Adjustment Applicant 
o< <c) "Conditional Entrant 
or td) 'Inoefinile Parole 
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U you cannot deck box <3) o' ISi you mutt cnec* ton 
<C) M you Chech 40. you canno' get Peoerai student 
ate It you are m tne U S on onty an Ft or F? student 
visa or only a Jl or J2 exchange visile* *<s*. you can- 
not oe: fecerat student aid 

7 Ct*>c* you« year in college from Ju'y 1 1962 to June 
30 1983 rvwc* only one box 

5 Cnecfc "No" it you Oo no: have a Bachelor's degree 
»no you will not nave one t>y July 1 1982 
Chocr "Yes ' It you will have a Bachelor s degree bv 
July 1 t8S2 Also cnec* "Yes*" If you will nave a 
degree trom a university in another country that is 
equal to a Bachelor's degree 

9 CfteCK the pox tor your current marital status 

,}0 write if> the number ol dependent children you have 
II yoti nave no dependent children write in "0* , 



Section B Student's Status 

When we say "parents' »n Section B of the to/rr we mean 
vOur mother anoVor father, o* your adoptive parens In 
some casts we mean a legal guardian who has been ap 
pointed by a court We don't mean foster parents anc to 
th.s section we dOh t mean stepparent*- (But later in the 
instructions we will tell you if info'ma'ton about your 
stepparent is ieQuirec) 

Before you an»we* Questions 1 1 "2 and 13, read the 
descriptions belDw and cnecK the Dot next to the one that 
is true 'or you 

1 Your parents are both aod married id each 
other Answer the Questions m Section B about them 

Z Your parents are divorced or separated. Answer the 
Questions ir Section B aPDut the parent you lived 
with mos* m the last \2 months Fo< example H you 
lived with you* mother most answer Questions 11 12 
and 13 about her and no: about vour father 

if you didn t live with either parent or you lived wfth 
each parent an equa number o' days answer the 
Gues'»ons »n Section B about the parent wn© provided 
the grea'er amount o' >upport to you m the last t2 
months (Supper*, includes money gifts loans, hous 
ing food clothe^, car medical a no cental care pay 
mem of college costs etc ) 
v our, parent is widowad o 4 sing<* Answer the dues 
tions in Section B about you' widowed or single 
parent 

Z Your parents are both dead anc you con t nave an 
adoptive parent or a legal grardian Answer No to 
ai Quest'Dhs m Section B and fill m the gray shaded 
areas on the res: o* this tern 

You have e legal guardian Ar«swe< the Questions in 
SectiD^ B about your legal sua'diar This is onty a 
oersor whom a cour' has (a, appointed to be you' 
legal guardian and (b) directed to suppo*' you witn 
his of her own finanCia- resources 

( You are a ward of the court Ans*e' to all cues 
\ ficns ii Section B and fal* ir the gray spaced are*s 
on the rest of this form , 

no* ana**' Questions 1 1 12 and 13 oas*c on which box 
you tr**c«e.. Answei at' three Questions *u» both 1981 and 
*98Z i' you leave any answe' buni- we wi'i count >i as 
Yes 



11 It yow, lived in your parents home to- more tnin six 
weers (a total of 42 days) in 1981 o* you will in 19S2. 
you must answer "Yes You must answer 'Yes even 
if vOu pay your parents for room and board 

12 f your parents ciaimec you on their u S income tax 
return tor l98l„or if they will claim you tor 1982, you 
musi answer Yes ' 

13 if your parents gave you more than $?b0 wortn of sup- 
port in 1981. or If they will do so in 198: you must 
answer "Yes fSuppon incites money gifts loans 
housing, food Clothes car. medical and dental care, 
payment of college costs etc ) 



Important Instructions (or Sections C, D, & E 

It you are mamed V the time yov are tilling oui this form 
considei yourself married tor the purpose of deciding 
wfuch areas of trie form you nust fill out 

Unmarried students. (Single separated divorced o> 
widowed) 

■ if you answered 'Yes to any o' the Questions ir 
B Section B you must fill in the red shaded areas on 

■ the form with information about you' parents In 

■ Section C. answer Questions 14 16 Jn Section 0 
B give financial information about vour parents to' 

■ questions 21 30 but be sure to answer questions 
fl 3i and 32 about you. set! In Section E give fman 

■ ciai intormation about your parents Don t til) in 

■ the gray shaded areas 



I' you answered "No to all six Questions in Sue 
tton 8, you must fill in the giay shaded areas on 
the form with information about yourself In Sec 
tton C answer Questions 19 and 20 in Sectic 0 
give financial 'nformalton about yourself., but don't 
answer Questions 31 and 32 in Section E give 
financial information about yourself Don t tn ir 
the red shaded areas 



Married students 

■ - M you answered "Yes to any of the questions in 
I Section B tor trie year 1982 you must tin m the 
fl red shaded areas on the form with information 

■ about your parents li Section C answer quest-ons 
fl U 18 t«i Section 0 give financial information 

I about your parents for Questions 21 30 but be sure 
I to answei questions 31 and 32 about yourself in 
I Section E give (manual informal on atiout vour 

I parents Don", hi, tr the gray shaded aieas 



■ If you answered No to all three uuestions m Sec 
I tton B tor the year 1932 you must Mi m the gray 
fl shaded areas on the form witn intormatio-i abou' 
I yourself and your spouse (your husband or wife) in 
B Section C answer questions 19 and 20 In Section 
fl D give financial information about yourself and 
I your spouse Don t answer- Questions J X 3nd 32 In 
I Section E give financial informatics about yourself 
B and your spouse Don t till in me red shaded areas 
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Section C Household Information 
P •rents' Information— rod trees 

Fill »n this section »itn information atxxt your parents 
If your parent ■ art •*par*t*d or divorced, Of If your ptrtnt 
It widowed or single Grve information emy eooui the 
Parent that you counted Jr. Section 8 If tnat plrent nas 
married Or ra married read tr» next paragrapn 
if you have • stepparent If the plrent thai you counted m 
Section 8 nis earned or renamed you must atso include 
information aooul your siepparent if either 

• .you lived with your stepparent <and parent) to* mora 
than six we**s (a total oi 42 cays) in i98i, or will in 
1962. 

or 

• vou cot or wilt get rw* than $750 in suPPOn from your 
Slapparant in t98l or 1982 

If you era reporting information about your stepparent 
note that whenever we say "parents" on the rest of tms 
form. w» also mean your stepparent 

14. Check tne bo* for your parents Current marital 
.status 

Show tne current marital status of tne people Inst 
you give information about on this form For example, 
if you must give information about your mother and 
stepfather Cheat the oo* mat says 'married 
because your mother an<3 stepfather are married 
1S write m the two-letter abbreviation fo* youi Parents 
State of lecai residence See the nst or State aoorevi 
atior.s on oage 3 

16. write »n me age of your older parent 

17. write in the number of people that your parents will 
support between July 1 1982 and June 30, 1983 In- 
CtuOe your parents ynurself, and your parents Other 
dependent cruldren If you (the student) have deP«n 
dent Children also include them include other people 
only li they now Irve v.itn and get more than half of 
tne«r support from you* Parents and will continue to 
get tms support between July 1. 1982 and June 30. 
1983 Don ; incn.de your (the student s) spouse 

18. Write m tha number ot people from question *7, in- 
cluding yourself, who will be gong to college or other 
schools beyonc the nign school level 'Jetween July t 
1982 and June 30. 1983 To be included here each 
student must be enrolled at least hair time Half time 

*■ means the $tuO*nt Is taxing at least 6 credit hours 
per term If the school uses dock hours, the student 
must be attending a' least 12 dock nours pe f week 

Student's (& spouse's) Information- 
gray shaded craas 

Fill in tms section with information about yourselUand 
your spouse) II you a-e divorced or separated, don ; in- // 
dude information aoout you' spouse 

19. Write m the number 0» people thai you (and your 
spouse) will support b*f**en Juty 1 1982 and j/ne 
30 1983 include yoursei' spouse and your 
dependent ch»»0ren inctudt • people Onyy if tney 
now live with and get more tru "if of their support 
horn you (and your spouse) tne continue to get 
this support Between July 1 1982 ai-d June 30, 1983 



■20 Write m the number of people from Question t9 m 

I eluding yourself, who will be gcxnfi to college o* other 

M schools beyond tne h»gh scnooi level beiween July 1. 

I 1962 and June 30, 1983 To be included here, eacn 

I student must be enrolled at least nal' time Half time 

I means the student Is taking at least 6 Credit hours 

I per term If the college uses ciock nours the student 

I must be attending at least 12 clock hours per week 

Section D Income and Expense Information 

It your parents filed or will file a 1981 U S income tax 
return, fill in the answers in tms section using your 
parents 1981 U S ,nCOme tax return (IRS Form tOaO O" 
lOtOA) or other financial records Make sure yoc inswer 
all Of tne questions in the section marked "TAX FILERS 
ONLY. If you are giving information for only one parent, 
and that parent filed (or will die) a jomi tax return for 
1961. grve Only that parent's poHion of the income and ex- 
penses asked for in Questions 22 26 Answer questiOrs 31 
J °J? 32 about_ yourse I f _ _ 
II your parents did not and will not file e 11981 U S income 
tax return, skip Questions 21-25. anO answer q„es ions 
26-30. using your parents financial records The kinds Of 
records we mean err statements ot income that your 
parents earned In )98t and statements of nontaxable in 
come that your parents got in i98l (like social security 
disability, and welfare benefits) Answer questions 31 and - 
32 about yourself 

If you (and your spouse) filed or will tile a l98t U S in- 
come tax return, u\i in the answers m this section usmg 
your (and your sPOuse s) 1931 U C irecne :=x re' J*" (i°S 
Form 1040 or 1040A) or other financial records Make sure 
you answer all of the Questions in tne section marked 
"TAX FILERS ONLY if you are divorced, separated. m 
widowed, and you filed (Or will file) a |Oint tax return tor 
1981. give only your portion of the income and expenses 
asked for in auesnons 22 26 Don t answer questions 30. 
31. and 32 

If you (and your spouse) did not and will not tile a 1981 
U S Income tax return, skip Questions 21-25. and answer 
questions 2629 using your (and your spouse's* tmanCial 
records The kinds ot records we mean are statements ot 
income that you (and your spouse) earned in 1981 and 
statements of nontaxable income that you (and your 
sPOuse) QOt in 1981 (like social security disability, and 
welfare benefits) Don't answer questions 30 3i, and 37 

21, Tax return figures 

Cneck dox that says from a completed return it 
the 1981 U S income tax return has been nned out 
For questions 22 through 7*i you snould copy the 
answers from the tax return 
Check the box mat says "estimated' if the 1981 in 
come tax return has not been filled out For auestiOns 
22 through 25 you must write-in the figures tn*: will 
be on the tax return Use a blank 1981 U S income 
tax return to help you answer these Questions Use 
the worksheet on page 6 to figure out ycjr answer for 
question 23 
Important' 

■ ■Wnen figuring your income don I include any earnings 
II from student tmanciai aid programs sue* a* Coii*Q* 
MB Work Study If a numbei thai you copy from a U S income 

■ ■tax return includes such earnings, subtract Ihem before 

■ el you write in that numDer 

22. Tots! number Of exemptions for 1S81 

■ ■ Write m the numbe' from Form tOao line 6e or lOaOA 

■ ■ line 6 
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20. income tor 1M1 from U.S Hi rvtum 

I He U S income tax return 'or 1981 n*i been com- 
pleted, wrllt in the flumtar Uom Form 1 WO line 31 Of 
1040A, line 10 
II i U S income tui return to« 1981 has not been Com- 
pleted. U$t 1h* wOTKShMI M'o* 



Worksheet lor quwtion 23. 



»»**u uworfl income •«•» i*S • 



OtTW UiUM (*»mc«"»y 
nvttttt *nd M UU«D* *COW«> 

JMM M ©r tf» i***—* "v{J* eov*n 

p>w«, tovwrM «.p^*»» p«rm^tt 

MilUrt K*oc,« account* *»»n>»i pwiij ©" 
**r> .<n>»„i e* M««n0« ■***'* ** 
com* nc+**3 r<y p*^s«rrt too mui diMWHryv 



27 Other Income and benefits lor 1981 
i Soda! security benefits lor 1M1 
■ Wrtit in the amount of werei security benefits (in- 
1 carding Supplemental Security Income) that your 
I parents got In 1961 Be $ure to include the amounts 
I that your parent* oot lor their children under age t& 
I But don't include your benefit*, even it they *re pan 
I of your parents' social security check 
| This Question does not apply to you Go on to 27b 
P Aid to Famttiea with Dependent Children 
(AFDC or ADC) lor 1M1 

I Write In the total amount of benefits that yo jt 
parents got in 1981 from Ala to Families with Depen 
flent Children (These are usually called either AFDC 
or ADC benefit*) 

■ Write In the total amount of benefits that you (and 

■ your spouse) got in 1981 from Aid to Fsmllie* with 

■ Dependent Children (These are usually called either 
I AFDC or ADC benefits) 

c All other income and benefits lor 1981 

I Add up your parents' other income and benellis for 
1981 Use the worksheet bw'ow 

■ Add up your (and your spouse's) other income and 
I benefits lor 1 981 use the worksneet beiow 
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24 i. US Income tax paid lor 1981 
| Write in the number Irom Form 1040, line 47 or "040A," 
I line iSa Make sure this number doesn't Include any 
I PICA, eetJ-wnptOrrnent. or Cher taxes Don't copy t K e 
I amount o» '*edersi income tax wlthhe^ ' from a W 2 
I Form 

I tx State and local income taxes p*ld for 1081 
I Write m the total amount of State and local income 
I taxss sctualty pale" for 1981 This is the amount wtth 
I held minus any refund, or the amount withheld plus 
1 eny additional amount due Don't count sales, proper 
I ty, or an/ other taxes that are not taxes on income 

ttemlred deductions for 1981 

Write tn the number from Form 1040, Schedule A, line 
39 If deductions were not itemized or if a Form'i040A 
was llled, write in -0 " (Business or farm owner don't 
use r-yrobers from Scfw Jull C or F ) 
Income earned from work In 1981 
Write in the amount of income earned from work In 
1981 by (a) your (ether and (t>) your mother 
If you skipped question* 21 through 25, include your 
parents' earn ngs trom work in lftil 
II you answered question* 21 through 25. Include the 
"Wages, salenev tip* etc " from your parents Form 
1040, line 7 or t040A, line 7 It your parents own a 
bustneM or farm, also add in the numbers from Form 
1040 tines 11 and 18 

Writ* in the amount ot income earned from work In 
1981 by (a) you and (b) your spouse 
If you skipped questions 21 through 25. Include your 
(end your spouse's) earnings from work in 1981 
If you answered questions 2 hrough 25. include the 
"Wages salaries, tip*, etc " from your (end your 
spouse s) Form 1040, line 7 or 1040A, line 7 II you (or 
your spouse) own a business or larm. also add in the 
numbers from Form 1040, lines 1 1 and 18 



Workshcot for question 27c 




w*it'« tiy*tti» t*sc*tf AFDC or ADO/ 



V>Mf VTy IncoT* 

b«n«l>l* »lC«Pt *0\«bontl 0*n*lili 
AnAj£J3MVk£f>ft««>n a 0*P«KJ«ney 9*6 
InMWI; (X>«flrr**l <p*C) 0*n»fiU I 

tntwtt on Ui-taw bonds 

IftS Hit*r»«t »*4 erwOOfKJ MCJuhOfi 

UnUiad CKylton or c*n»«on» 4 c»C *> 

Hc*V% tooC 4 OW»» tt*»C *V 
rrotntr, c**sr 4 ot*f* Okko» coti Mr*«"' 



TOTAL S 



00 



Any tnoow* r*pon«d In au«tl<«naJU ItiWt •'V3 77* *nd » 
Mon*y fn>T» oiudani fwunca 1 »«3 C"OQ<t m * t*Owt««yj«41 to* A* 

VtWtn* E>*n«ri|t rO> *ivC*\<*> (O. Mi 0*i*>V tU lOvc* 
tiOft* Attune* **0<y»rr, o> VA Cc«'"Cv'XV *«n«l»t) 

"Ao^iim*Ati to incom*" 'teencd on t^t 1M» U & meo»*« )•> 

rtlwr. (form mm XI 

Cfti »ne •t/ftton, MTW tt>*« <«On»> trv* Inom}* V 

(MlKH 

Food lU^Dl o Ui-thMKW o <M»rr*d • 



Ycu must keep thi* worksheet Dont send it in with 
your ePPiicatlon lorrr-, because you may be asked *o 
reter to it later >j verify in* information on your ap- 
plication It may also help you to show that your SAP 
is accurate 
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28. M*tiCa! and cental upcnm In 195 1 not paid by 
insurance 

Whte m thj amount of money that you* parents paid 
in 1981 '0* mf3rc.ii and cental expenses Don t in 
C'ude amounts covered rry insurance or me cost of in 
Htrance premium* I* your parents Hemmed CeOuc 
trons on tne»r t98l 0 S income tax rrturr write in the 
total o' (me; ? anc 6* e c and c of Form KXO. 
Schedule A 

I Write in the amour" o* money that yoo tanc your 
spous*) paid ir W tor med.cat anc cental e» 
penses Don : include amounts covered by insurance 
or the cost of insurance premiums '< you land your 
spouse) Itemized deducpon* on your 1981 US in 
come tax return wute in the total o< \\n*s% 2 and 6a. 0. 
c and d of Form 10*0, Schedule A 

» Elementary. Junior high, end high school tuition paid 
In 1961 | 

I Write in the amount of money that your parents p# c 
in 1931 for eiem*n:ary jumor high, and high schc 
tuition for then children (Tuition Coesn't include 
room ano board ) Don't include any tuition that your 
Parents PaiC for you or my tuitcon for {»/escnool or 
cotwge Also con t mctuCe tuition paiC by scholar 
stips 

I Wnte in the amount of money that you (a-id youi 
I spouse) paid in i9dl for elementary, junior h>gh anC 
I high school tuition for your chllCren {Tuition coesn ! 
1 iik iode iyom and ooard t Don t include any tuition 
I trial you paid lor yourself, or any tuition fc prescnnol 
I or college Also con t include tuition pa>C by scholar 
I ships 

I Then srid to Section E 

30 Expected i9&? taxable and nontaxable Income and 
. beteflta 

IWrt'e n the total amount ot taxable anC nontaxable 
income 3"d befits that your parents expect to get 
in t&62 include the types of mcomw that were asked 
for ir questions 23 and 27a, o, and c If you skipped 
questions 21 through 24, induce the typ**, of income 
that we asked 'or m questions 26a and b and 27a, o. 
and c 

1 Student's (end spcua a s) 1 981 Income 

Use this worksheet :o figure the ltu-l*nt s land »f 
married spouse's) t98: Income If the student is 
divorced, separated or widow v C dont include mtor 
mation for the spouse 



I Worksheet tor question 31 



mi a-vo^xii *roc * x »»c ( 

rlito^l •O^CtMyif Mn«r,1l tOCi 



32 Student's (and spouse's) easels 

Use this worksheet to figure the student s (and tt 
married, spouse s> assets if the student is divorced 
or separated don't include information for the 

SpOUM 



Worksheet (or question 32 

Amovftt rft e«»r> i i crwC"*g ♦cCuv-m 

(OCrtt i^cwo* monty from llvO»*M ,41 fed 



n*»' a vwwlfifill OIIW ir*rt V+txyr* 

ton Iit« « |Sm MfiKicbeA ro» OeetUM 35 



Section E Asset Information 

You must give information about your parents' assets In 
questions 33 through 36 Don't include money from stu- 
dent financial aiC programs such as grants loans. anC 
work stuCy If you are giving information for only one 
parent and that parent has jointly owned assets give onty 
thet parent's portion of the assets and debts 

■ You must give information about your (and your spouse's) 
I assets In questions 33 through 36 Don t Include money 
I from student financial aid programs such as grants. 
I loans, and worvstudy If you are divorced or separated 
I and you hive Jointly owned assets, give only your portion 
I of the assets and debts 

Don't tndude personal or consumer loans, or any debts 
that are not related to the assets listed 

33 Cash, sating** and checking accounts 

Write in the amount of monay that is in cash, sav 
mgs. and checking account* ietay 



Write m how much the home s worth today Use tne 
realistic price at which the home could be sold Don't 
us* assessed Injured, or tax value A 'home In 
eludes a hc.se, mobile home, condominium, etc 
Renters, writ* in "0" 

Then, write in how much Is owed on the home, in- 
cluding the present mortgage and related debts on 
the home (Don't include interest due } Chec* with the 
mortgage company If you dor't know 

35 Other reel estate and Investments 

Write in how much other real estate and investments 
are worth today Investments include trust funds, 
money market funds stocks bonds, other securities, 
commodities, Precious and strategic metats. etc 
Then write In how much is owed on other reaf estate 
and investments 

36 Business and term 

Write m how much the business and farm are worth 
today include the value oUand buildings machinery, 
equipment, livestock inventories etc Dont include 
how much the home is worth (Home value shouid be 
given in question 34 j 



9 
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HThen write in whi: is ow«) on the business and 
farm include onty the present mortise and reutec 
debts tor which the business and arm were used as 
collateral 

IH you? parent* a>e net trie aoie Owner s wfile in oniy 
their share Ot the tWai business and farm va.ue and 
debt 

I it you <and your spouse* are not the sole owners 
write »n on>y you' <and your spouse a) ahart Ot the 
total Dullness and larm value end debt 

All students must fill In Sections F & G 
Section F Student's (& Spouse's) Expected 
Income and Benefits . 

Ouestions 37-40 ask about income ana benefits that you 
• tpecf to 0«t Answer these Questions as accurately as 
you can 11 a Question doesn't apprr to you. o* if you don't 
expect to get any income or benel'ts from that source, 
don't wave it Wank, write in ~0 " 

37 a * b Taxable Income 

Write >n the total amount ot taxable income that (a) 
you ano id; your spouse uxpect to gel during the 
3-month summer ot tM2 and the ©-month school year 
of 1982-83. 
include 

'Wages salaries and tips 

interes r aid dividend income 

Any other incom* That will Oe earned or taxed 
Don't Include income from a job thai you (or your spouse) 
win go: from studeti financial ato programs, such as CW ! 

3d Social security benefits 

Write m the amount of social security benefits (in- 
cluding Supplemental Security Inccme) that you will 
get per montn from July t. lwS2 through Jt,nt 30. 
1983. ana the rumoer of mOnthi during this time that 
yOo will get these d*nef.ts include *>eneJtls for your 
sol' your spouse and your dependent children II 
you re not sure ho* much you wlli get contact the 
Social Security Administration 

39 Veterens educational benefits 

Write ii the amount of veterans educational benefits 
that you *ill get per month from July 1, 19*? through 
June 30, t983. and the number of months during His 
time 'hat you * h gtt these benefits incluoe only 
wha* you (the student) will get from the Gi Bill and 
Dependents Educational Assistance Program If you 
are not sure how much you will get, contact the 
Veterans Administration 

Dor?t include Death Pension, Dependency and Indem 
nlty Compensation (DiQ VA Contributory Benefits, or 
your spouse s 31 Bill, 

40 Other income and benefits 

Write ih the amount of Other income anC benefits that 
you t and youi spouse) e«P«ct to get from July I, '942 
through June 30. 1M3 
Include 

Child support received tor you' chiicren 

Aid to families *nh Depender* Children (AFDC or 

A DC; 

Welfare benefits 

Unemployment compensation iDor t mciuJe any 
unemployment compensation tha* you inciudec m 
Question 37a or 37b) 
Re<lroarj Retirement,Benefils 
Disability income 



Veterans benefits, such as Oeath Pension and 
Dependency and indemnity Compensation (Die) 
benefits (Don't inctude the benefits that you gave in 
Question 39 or VA Contributory Benefits ) 
Spouse's GI Bin 
interest on tax free bonds 
Untaxed portions of pensions ahd caPit «,«ms 
Mousing, food, and other living alto ».• ces <*v 
military, clergy and others (include cash payn-ents 
and cash value ot benefits ) 
Any other income and beheflts 
Don't Include tood stamp) money from student finan- 
cial aid programs (educational toans work study earn 
mgs grants, or. scholarships), or any ot the income or 
benefits that you reported in 37, 36. and 39 

Section G Colleges, Release, & Certification 

41. Write in the name, city, and State of the college that 
you will be going to during the 1982-83 school year 
Use the first two lines under 41 (ft) If you are con- 
sidenng more than one college, write In on the first 
two lines the name «nd address of the college that 
you are moat likely to attend Use the next two lines 
(#2) tor the name andtaddress of the college you are 
most likely to attend If you don't attend the first one 
it yoo don't Know yet which colleges you are in- 
terested in. you may leave this Question blank, 

42. a Check "Yes" If you give us permission to send In- 
formation from this torm to the financial aid agenc) 
in your Stale Some State agehcies may ask for this 
information They mav use it to help decide whether 
you will get a State award, and to Chec* to see if you 
reported correct information on your State student 
aid application 

Check "No' it you don't want us to send information 
"from this form to the financial aid agency in your 
State If you check "No." your State aid may be 
delayed, but «t will have no effect on your Federal aid 

42. b. Check "Yes If you give us permission to send In- 
formation from this form to the colleges that you 
listed in question 4t Many colleges use this informa 
tion to help estimate the amount of your financial aid, 
P .nage 

Check "No •< you dont want us to send nformation 1 
Irom this form \ 0 the colleges that you luted In Ques 
tion 41 

43 You must sign this toon If you are married your 
spouse must sign this form If you filled in the red 
shaded areas, at least one of your parents mu*> also 
sign this form Everyone signing this form is saying 
tha! all information on the form is correct and that 
they are willing to give documents (Such as a copy of 
their 1981 US Stale, or local income tax returns) to 
prove that the information is correct 

Sending In Your Form 

Double-check your form to make »u*e It is complete and 
«ccurate Be sure It has 'ne necessary signatures 
Put me form m the envelope that comes with this booklet 
You dor t have to send any money Don't put letters, tax 
forms worksheets, or any extra materials in the envelope 
this will Only slow down the processing ol your application 

Also ir-clude the postcard tha*. comes with this booklet 
As soon as we receive your application, we will mall the 
postcard back to you. stamped with the date you should 
expect to receive your SAR If you don't receive the post 
card withm tour *eeks. send us another application form 
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Application for Federal Student Aid 



School Ynr 
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Rud th*_initnjctlon» on pig* 4 to Hnd out who count! it tho student's pewnt b«tort you intw#f 11 .12. and 13 



11. DM •» •* •>• » »• wW> BV» M*»*» "<« »U »•♦*• «y»> 

12. D^UaWM HWMI CUM •tw«WM • « UK*"** U« •l**tp*Ot 

15, 0M or «W *■* ifcjrunl t*< »W» »>-* 17» ««rv« *l «*po*n from tfw *•«•"<• 



H1M2? □ D 



Unmarrtod Studontt cSf-c* w«»»t»o »wcm o» *«oow#<j> 

M you vww: ->»»' »0 Vy &* tr>« 0v»i'«r* * S«Mt 6 
yOu WHi* MMN n0 V*0*Xi VHt DON'T t*u m m« 
0f»* •/**» 

t! yow f ^ mt f S "NO" 10 •* ♦ Qw»»W» «* 5«".tO« 0 you 
rvn ru w «f» OM* v«0*d vmi DON'T Mwwirt 



Mirri*d Students 

tt you »A««*f*4 K> O t*« 0u*»t«Oft» m S*Cbo« 8 

tor tr* hv tfitS. you muM n« «n th« KCO »iW« •'»*• 
DON 7 MiAirw oty «a*4«0 vm« 

It you wstw^ta "»*0" K> I* J 0u»«too» ri S^ooa B *C 
r 1M2 yOun»w«J *X « W "* ' 



C Household Information 

PARENTS 

NOTE. It your por»ntt ir» Mp«ral«d or^uofcod. M your D«f»nt U widow*j or tlnglf. Of II you hiv< 
you mutt r»id ttw Imtruc'kxti on pio* $ b«tor« going on. 

14 Th« iinim wn»m m*r«*l *Mtu* >• 

nm*m«0 3««>(w-rt 
J$ Th« p«/wvw SUM •< t#o*' iooWo*et *♦ I , i 



student a spouse) 

i«t««*3« IM »f^«l »».»• «<v3 »tuO*">t • 
M^«MO*A' tN»0»«n l*««>X5« 0!**' P*>0*« 



17. nu>«»M*b*«i 

tACtwO* <>s* »tu0*ni r»»^ K *>•• r«01 W« 

MO^AO^ti cr*xy*n tncivf «^ OKX># 0»v»y 
tt ttv#y I'M 0*tl«WbOn Wt tt* •A«1ruCI»On* 

14.0t«wj«M«»*^l*1T 

h»» m*f«y w« to M oo *> * t« OWMQ 1M2-M 
bvctwo* tt* tiuO^» »*o »P0»y»"C »Of ««3 »^ Mrw^* 
«no «<tt o* ii oon*g* <i wit n«if t«n« 



u 

LJ 



61 



D Income and Expense Information 
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TAB F - WEEKLY PRODUCTION SUMMARY 



. . 1981-82 


Pell Grant Application 
at of 10/18/81 


Processing 








Pell 


ACT 


CSS 


PHEAA 


TOTAL 


Original Apps, 


1,111,515 


776 , 694 


2,346,880 


218,513 


4,453,602 


Percent Eligible 


56.6% 


48.2% 


45.2% 


*>.9% 


46.3% 


Percent Ineligible 


10.6% 


22; 2% 


25.2% 


22.9% 


20.9% 


Percent Rejected; 












Insufficient Data 
Unofficial Apps. 


25.9% 
4.9% 


:4. 5% 
5.0% 


26.2% 
j. 3% 


( ie.6% 3 

18.6% 


25.5% 
4.8% 



^/'"fi 1 " in 19 *™1 wo had processed 4,386,670 ordinal applications 

and 1,857,471 history corrections. 
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Senator Pell. Now, am I correct in saying that these forms were 
printed based on the current law, not under proposed law? 
Dr. Ei>*ENDpRF. That is correct. 
Senate Pell. Thank you. 

Now, in the question of decoupling or separating the campus- 
based programs, in determining need, how are you going to make 
sure that the students will have to complete only one national aid 
form and it will be free of cost to the student? It would seein to me, 
if you decouple these, that some students will have to fill out two 
forms. 

Am I correct in that? 

Mr. RjlARTiN. Not necessarily, Senator. 

Under the Department's current contractor, the uniform method- 
ology, which is the other system that we are talking about, it is 
very similar and operat2s under the same core data system. The 
question is what you do with those elements in a formula of either 
applying that in various tax rates or assets, a different rate. You 
can either liberalize or restrict that schedule. 

For example, under the Pell grants system, we provide some 
kind of what we call a family-sized offset which provides mainte- 
nance for a family; that set of assets, or that set of offsets has 
historically been based on the social security budget figures 

Those figures were developed originally because of overall pro- 
gram costs. Those are fine for assessing families that are older and 
with a fixed income, things that are retired and so on They are not 
ver> indicative of the condition that families find themselves in. 
that have students enrolled in postsecondary education Probably 
using the low figures by the budget statistics would be a be ter in- 
dicator. 

Those offsets range from between $1,500, $1,600, or more, and so 
that provides a lot of difference in terms of whether or not that is a 
real assessment of what the discretion of the income of the family 
is. Still, students Could fill out one form and the processors would 
simply produce one figure that would determine eligibility for Pell 
grants, and a separate figure for different eligibility for campus- 
based or GSL. 

Senator Pell. These two forms would be repetitious 7 

Mr. Martin. You would not have. to have two forms. The collec- 
tion of the data, once it is transposed in the computer, would be 
two different matters. rt 

Senator Pkll. You could do it with one single form 7 * 

Mr. Martin. That is correct. 

Senator Pell. That the students would fill out? 

Dr. Elmendorf. With different numbers, and assuming one for 
the Pell grants calculation and another one for calculation cf the 
campus program 

Senator Pell. These forms that. you have given me here, that 
have been inserted in the record, that is all the students would 
have to fill out. is that correct? 

Mr Vignone. Senator, may I just add one more comment? 

Indeed, we do right now produce two numbers, one for the family 
contribution 

Senator Pell. Two numbers, but from the same form 
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Mr Vicnonk Right, from the same«form. We just manipulate 
the data two different ways and two dif/erent numbers appear. So 
there is no real technical problem. 

Senator Pell. Incidentally, in connection with that form, my un- 
derstanding was tnat it was required to be submitted to Congress 
not la^r than September 1 Yet^the schedule we are considering 
today we received in October, 

What was the reason fcr the delay? 

Dr. Elmkndorf. I \yill answer that. 

1 believe the requirement that we were under was 30 days of the 
date of reconciliation was passed. We had the form ready, and I be- 
lieve that the clearance processes in the Department were late in 
getting it up here. 
Senator Pell Right. Another year, we hope this would not occur. 
I realize you have the nf / administration coming in, but the 
mu° ?f Se P tem ber 1 was very carefully thought out, obviously 
Why didn t you develop a family contribution schedule that reflect- 
ed the auth nation of S2.6o billion, which is the current law, oris 
the budget reconciliation figure and i* the figure for which Wffi 
the Congress will be fighting for quite hard. 

Dr ElmenDorf, I believe we have a major problem in Govern- 
ment, and that is trying to help the President meet the economic 
recovery plan he set forth. 

If the latest information is correct, that by 1984 we might have 
as high as $100 billion deficit, then 1 think we should attempt to do 
everything we can in the programs which we manage to help the 
President My feeling is that we also have another obligation to 
protect low incomes and the formula fhat we developed, as you 
heard injected, which I stated was developed with the expiessed 
intent of protecting low-income students, I feel that the data we 
have is protective of the population group for which this legislation 
was originally written and intended 

My sense is that that group can be protected and a lower number 
achieved to help the President at the same time. 

Senator Pell We obviously have some disagreemei n this. We 
all want to balance the budget, but the question is, where do the 
cuts come 9 Personally, 1 would rather see them come out of de- 
fense, tho hardware sector, more than the human sector, the capi- 
tal sector, health, ;,nd education. It is a question of philosophy, and 
now we have to work out compromises in this regard. 

If you assume the year application to be 1982, in the use of those 
forms. Dr Elmendorf. would not this knock out students who 
would be applying late or, more important, students who are en- 
rolled in proprietary schools, what we call 'Tor profit** taxpaying 
schools is opposed to nontaxpaying schools, which lhe> like to be 
described as. and correctly. 

Dr Elmendorf Let me defer to Mr Vignone for that question 
Mr Vicnonk I m sorrv, I did not quite understand the thrust of 
your question 

TV form would be submitted earlv this vear, after the first of 
January, for all >tudents, whether they were enrolled or plan to be 
enrolled in a proprietary or public school 



65 



Senator Pell. My understanding is that in current law the stu- 
dent has until March to apply for a grant for the school year begin- 
ning the previous September. 

Now, proprietary schools have course offering of shorter duration 
which may not .even begin until 1983; even though part of the 
1982-83 act will be split, those students would not be eligible for 
Pell grants because the year application would be 1982. 

Mr. Vignone. No, that is not 'true, Senator, because it is a 
summer session trade-off. 

What occurs here is through regulation those particular propri- 
etary schools, a school could make a choice to use the 1982 applica- 
tion form and award its Pell grants based on the 1981-82 form. 

Mr. Martin. That particular point that you referenced used to 
be a problem, but the Department, I believe, corrected that 2 years 
ago by providing a change, moving away from the October 16 date 
to^allow fhe schools the overlap of using one year or the other 
years form so that the prQprietar v institutions are now treated in 
the same manner that is equitable for those courses that began 
later in the year as anyone else. 

I think since that change has been made we have not heard any 
complaints from that particular sector about that problem. 

Senator Pell. Thank you. 

Now, I have another question— and some of these questions I am 
asking >ou on behalf of the chairman, who could not be with us at 
this time. 

Although I would agree that the series of assessment rates on 
discretionary income in your alternative legislative proposal for 
Pell grant distribution is preferable to the "relatively harsh*' rates 
in the family contribution schedule, we have certain concerns 
about other elements of your suggested legislation. 

Would >ou explain, for example, why social security student as- 
sistance, which tends to go to the neediest students, and w Hch is in 
the process of being phased out, why should that be redu I dollar- 
for-dollar from a student's Pell grant award? 

In addition, your proposal would reduce the asset reserve cur- 
rentlv allowable for families which do not own their homes from 
$2.\000 to $8,000, while greatly increasing the asset reserves for 
farm families. 

Would >ou tell us >our reasoning for proposing these changes? 

Dr Elmendokf. Let me see if I can answer the first question. 

The reason for excluding social security and Veterans' Adminis- 
tration, in our opinion, is that as the funds for this program are 
fixed, we believe that the $2.18 figure is a harsh figure but more or 
less a realistic one. 

It would appear to me that we still need to treat the low-income 
students. As we change the requirements for other populations like 
veterans or social security recipients who have available to them 
for the same purpose educational attendance, another source of 
funds, we have, in fact, t reated some ineligible people falling off of 
Pell grants program eligibility. 

We also, in the case of an individual who attends a low-cost 
. public community college, received at that institution with eligibil- 
ity right now for a Pell grant program, and full VA benefits, in 
fact finds himself in a position where he is overawarded by a con- 
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siderable amount of mone>, more than other students who we feel 
should deserve to have access to those diminishing Pell grants. 

The other question vou asked dealt with the asset reserve. The 
difference between the two. under the Notice of Proposed Rulemak- 
ing, current law, w.th the more stringent base, we are providing 
for home equitv to be excluded rather than includtd with a $10,000 
asset reserve and a $2.1,000 asset reserve for people who do not own 
hun^- ind an additional $o0,000 asset reserve against farm and 
business 

Under the new statutory proposal we make, that has been 
changed in this way. Home equity is now included as it has been 
Mnce this legislation has been in effect. A' §30,000 asset reserve is 
established against the home, a SoO.OOO asset resene against the 
farm and business assets, with an additional $.10,000 against the 
farmland itself, and an $S,000 asset reserve against all other assets, 
totaling $138,000. 

Senator Pell Thank you 

Mr Martin Senator, could I make a comment on that? 

1 think the point that you make about social security is a very 
important one We do not disagree with counting that as an educa- 
tional resource, so that we do not have students being overawarded 
for Federal funds, but to count social security benefits and to apply 
it directly against the EI has a dramatic effect. 

Let me give >ou an example of that. If you had a student that 
was totally needy, >nd he was attending an educational institution 
that cost $ 1,000. currently that student would be eligible for an ini- 
tial grant. Pell grant, of $1,070. 

Now, in addition, thev might be eligible for. lets say, in this 
case, that they would be getting $2,000 for the academic year in 
social ^ecurit> benefits, that gives them total aid going into that 
school of $3.fJ70. which is still below what the educational costs are 
that would have to be met from some other kind of help. 

If vou did the administration's proposal b> adding the social se- 
curity benefits directl} to the EI, you would increase that ze»o EI 
up to $2,000. which would, in essence, make the student ineligible 
for Pell grants 

Now, the only resource that student has is $2,000 I do not think 
it is fair to tax that resource more heavily than an) other resource, 
whether it is summer engineering or money that people have 
saved, or private scholarships, or from the school We wholeheart- 
edly support the concept of being overawarded, and if the social se- 
euritv or Veterans" Administration benefits would exceed the Pell 
grants. >e^>, the program shuaald Jbe reduced. Because you cannot 
reduce that at the school. becauStsgf the entitlement. 

I think it is either more important vvhen you look at the data 
that i» pjovided bv the recent GXO btudy that shows 84 percent of 
the lumilieb that receive sodaTsecurity benefits come from families 
below $7,or>0 Twentv percent of the students that currently receive 
those benefits in schools are black students as opposed to onI> 11 
percent uf the population, unfortunately, other information is not 
available on minority groups, but that is the poor of this country, 
and to counter that more heavil}, to me, is reverse discrimination. 
1 think the proposal that we have proposed is more reasonable 
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Senator Pell. In connection with these forms, out of curiosity, 
what happens to a student who gives misinformation, reducing his 
family income, and gets a grant that is more? 

Dr. Elmendorf. Let me see if I can give a general answer. 

As I understand the program, we have built into the program 
two payment s> stems which allows for us to detect any kind of 
error that may occur in the program, and correct that error before 
the second payment is made by adjusting any amount that may 
have been overaw^arded as a result of that error. 

Senator Pell. I am saying, where the student fills in a misstate- „ 
mejit intentionally, to say about what is the current family income, 
where it reduces it substantially. Is there any way of catching 
that? 

Mr. Vignone. Senator, the computer processing portion, the com- 
puter process itself has built in a number of tolerance checks, very 
similar to what I suppose the IRS or other agencies do; such that 
the student, if he were to do something such as you suggested, 
which is outside the bounds of some reasonable tolerance limit, he 
would be rejected. If he comes back and says "No, I really mean 
that," yes, indeed, my father made $12,000 last year and he made 
$10,000 m Federal income taxes, just to continue with the example 
that you indicated, he would be rejected and selected for validation 
under a number of parameters. 

,In Dr. Elmendorf s opening testimony you will see some tables >n 
the back of his testimony which indicates and gives you some data 
on hov\ we have increased the validation effort over the years 
Since we instituted needs in 1978-79, may I just briefly read a few 
figures. t 

We selected for validation that first year 1 19,000-some-odd stu- 
dents, who did soniithing like you were suggesting, and in 1979-KO 
there were 3,200, and last >ear there were 5,000. So we do have an 
ongoing check of students who do these rather strange types of 
things. . 

Mr. Martin. I think I could attest to what Mr. Vignone says, be- 
cause the institutions have to deal with that in going out to make 
sure that the data is correct 

Senator Pkll. As I look through the form here, where you have 
income, item D, income and expense information, if you cut all the 
income expenses by 50 percent, th^y would balance out What hap- 
pens? Some students must cheat. When you catch one who does 
cheat, what do you do? 

Mr. Vignone. Through our validation branch, we typically— I do 
not really know the details, but they are then— it is a criminal 
case. We submit the records to the Justice Department. 

Senator Pkll. If you could supply some statistics, since— any 
time period that you want, last year, last week, how many in- 
stances of cheating have you come across, how many cases have 
been referred to the Attorney General, how many cases have been 
brought to trial, how many have been convicted. I am just curious 
I would like to know that. 

Now, in the case of married independent students with no de- 
pendents, is there any differential for the situation where both 
people are students, as opposed to only one being a student 9 
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As I understand it, under the administrations proposal, it ap- 
pears in cases where both husband and wife are students, their 
income would be considered at 75 percent each. This would seem 
unfair Is this correct? 

Dr Elmendorf That, I believe, is a correct interpretation. And 
as we look at the regulations*, ue are going to wait between now 
and the final comments to get more comments- on that. I believe we 
may adjust the final regulations L\ that area because it does seem 
to discriminate against one specific population group. 
\ Senator Pell, I would think so. 

Now, also under the administration's proposal requiring no legis- 
lative changes, families with income above $16,000 would be 
dropped from program eligibility. 

What would be the upper income figure under the proposed 
family contribution schedule involving changes in current law? 
Dr. Elmendorf. I did not catch the last part. 
Senator Pell. What would be the upper income figure under 
your proposed family income schedule? 

Dr Elmendorf The figure, I gave, I believe the testimony was 
that— the two figures which would be considered upper income to 
remain eligible in the program, under the notice of proposed rule- 
making, current law, with the stringent rate would be §15,800. 
However, if you were tp enact the legislative proposals, that -eligi- 
bility pool adjusted gross income would increase to $27,054. 

Mr Saunders That is accomplished by dumping Veterans' Ad- 
ministration and social security recipients and cutting the maxi- 
mum award to Si, 670 In other words, they keep families up to 
$27,000 income in the program by penalizing the neediest students. 

Dr Elmendorf I would react to that by saying the Veterans' 
Administration and social security aspects is about $220 million 
cost savings. 

My purpose in making that known to you is that with those 
moneys taken out of the Pell grants formula, we make $220 million 
available to other low-income recipients who do not have at their 
advantage that social security or Veterans' Administration funds. 

Mr Saundsrs. You also do it by reducing the grants to the very 
neediest students from §1,800 to $1,610, so that students at the 
uppe: end of the income scale can receive very minimal awards. 

Dr Elmendorf That may be true, Mr. Saunders, but I would 
call to >our attention the table at the back of my statement that 
the award does increase rather than decrease over current 1981-82 
levels, and that the program dollars in fact, the percent of people 
who accept program dollars, increases rather than decreases with 
our proposed legislative changes under the proposal. ' 

Senator Pell If the Department of Education is dissolved and di- 
vided up amongst other agencies, which some of us on the Hill will 
oppose very «trongly— the chairman does, and I do— but if the ad- 
ministration prevails, would your shop remain? Where would your 
shop go. in your view 0 

Dr Elmendorf 1 do not have an answer to that question, Sena- 
tor 

My hope would be-^and I believe the Secretary has expressed 
this publicly— he would attempt in any new organization proposal 
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which he submitted to keep the program together, and I would 
assume he would mean student aid' programs. 
Senator Pell. Would that be GSL? 

Dr. Elmendorf. I think his statement did not exclude any of the 
programs. 

Mr. Saunders. I might say, Senator Pell, that we are concerned 
about that rumor, that the student aid programs mignt go to the 
Treasury Department. We are particularly concerned because of 
the expressed view of the Treasury in testimony in recent weeks by 
Assistant Secretary Chapoton in supporting tuition tax credits, 
that need based aid, Pell grants, and other forms of Federal assist- 
ance are cumbersome and a complex way to provide assistance to 
students, and the easiest way to do it is through tax credits. That is 
the attitude of the Treasury at the current time, and it certainly 
does not fill us with any sense of optimism about the future of stu- 
dent aid to know that the administration is even considering the 
idea of putting student aid programs in the Department of the 
Treasury. 

Senator Pell. Do you have a view, Mr. Saunders, in regard to 
tax credits?' 

Mr. Saunders. 'Yes, Senator. I think the higher education com- 
munity has a very strong consensus on the issue that our highest 
priority is need-based assistance. That is oar top priority, and we 
would oppose any attempt to substitute tax credit assistance for 
need-based aid. 

Senator Pell. What would your position be, Dr. Martin? 

Mr. Martin. Exactly the same as Mr. Saunders. 

Senator Pell. Would you tell us which of the administration's 
legislative suggestions for the Pell grants program, the higher edu- 
cation community could accept? I am addressing this question to 
both Mr. Saunders and Mr. Martin. Which should be rejected, and 
the reason for your thinking? 

You may want to submit this for the record. 

Mr. Saunders We are testifying in opposition to both of them. I 
think we would feel that the alternative option proposed by the ad- 
ministration would be a more desirable one, if you assume that 
only $2 1 billion is available for Pell grants as the administration is 
assuming. That is a very important caveat because we are hopeful 
that the Congress will provide significant additional funding 

Senator Pell. Another thing, I think it is the very suggestion 
that Dr. Elmendorf set forth, or that I read somewhere, that the 
proposed way of cutting back, which of those could the educational 
community accept, if any? 

Mr. Saunders. I think we already testified about the progressive 
tax rates, and we have specifically asked that the family contribu- 
tion schedule be modified too, along the lines of the 
administration's alternative proposal. * 

Also, updating the family size offsets, which the administration, I 
understand, supports and the assets reserves for inflation. 

Mr. Martin. Senator, I might add that I think we would also 
agree that probably updating the family size offsets as the adminis- 
tration has recommended, although I would point out that it is im- 
portant and we have included a table in our additional statement 
that shows that actually those offsets are still lagging behind. So 
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they are understated because we did not update the family size 
update last year as pointed out in the RPiM, and the figures thai 
we used to adjust them this >ear are less than the offsets were last 
year Because we used the lower rate of inflation, 12 percent last 
year was never put iri. So* there are some delays on this, but ii 
budg€*t constraint* is the issue and vve have to do that, that may bt 
something that we have to continue to live with for a short period 

But I think again it underlines the importance of, with that kind 
of reduction, then the social securit> and Veterans' Administra- 
tion, which we would oppose the administrations approach; we 
could support their concept on looking at asset treatment, but we 
would suggest in a way that would not require operational night- 
mares by rejecting those forms. And even if I am wrong on my 
figure of 340.000. I do not think it should be affected. It does not 
speak well to good management of what we are trying to do in 
terms of that whole process. 

But I think that additionally one thing we should put in. which 

not requested here by the administration but is alluded to in 
their preamble, as one of their problems, is the rate table reduction 
language I think to develop some kind of linear reduction that at 
least it would do that fairly for people. It would make some sense 
and provide the administration for some mechanism if appropn 
ation levels are not sufficient, that they would have a more reason- 
able way of awards for everyone rather than the Hat percentages 
or the step functions that now occur. 

Senator Fku. Thank yoQ very much 

I would say at this time to Dr. Elmendorf. within a very few 
weeks the final reconciliation figure should emerge from this orga- 
nization, the Congress, and I would hope that whatever proposal 
you make be made in such a wa> that it adopt the final figure Be- 
cause vou mav find that the Congress does not agree with the 
President on the $2 IS billion. 

We do not know vet and we will have to see I also would like 
vou. if vou would, I)r Elmendorf. to provide for the hearing record 
the detailed estimate of the individual and cumulative cost effect of 
each of vour suggested legislative changes, including the number of 
students who would be affected and the income distribution of such 
students 

I)r Klmkndork Did we not include that information in our 
packet'' 

Senator Pkm. I am informed that vou did not. I stand corrected 
if vou have already done that 

f)r Klmkxdorf If we '"have aot, we would be glad to provide it 
beu u*e it is done Ther£ i* a series of tables in each packet that 
c h^;M have that information in it 

Senatoi Pku, I am asking the staff now We have the overall fig- 
lire . but what we are asking for is the breakdown for each of the 
proposal*, of the individual and human cost effect of each of the 
legislative changes 

Mr Vk;none The income distributions are there We also have, 
if I can find it, verv qui :klv — 1 do not have this one in the testimo- 
ny, but there are six pages 
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Senator Pkll Let'h leave it this way. If you have convinced the 
staff that you have given it to us already, I am convinced. Other- 
wise, if you would, as soon as you can, give it to us. 

Dr. Elmendorf I think we have, Senator, and we will make it 
available right now. 

Senator Pell. I appreciate it very much. At this point I would 
a*k that the record stay open for 24 hours for any further ques- 
tions that may be submitted in writing to you. 

Thank you very much for coming up. And as I say, as we see new 
administrations come and go now and for a good many years, and 
Dr Elmendorf will have his constraints, I would hope that we can 
all work together as much as we can to alleviate the harshness of 
these proposals of our nation's students. 

I want to thank you for coming and I look forward to your being 
in touch. I hope you go back to the Department of Education 
saying how much we on the Hill are going to try to make sure that 
you do not work with that $2.1 billion, and work with the other 
one, but we will not know the answer for a little while.^ 

(The foifowing material was received for the record:] 

t 
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0 .tutor 28, 1981 



Senator Robert Stafford and the senbers of the Subcoexalttco 
tiucatlon, Arts 6 Humanities 

Fraa: Joseph Kane, Vice President: 

Subject Pryposed changes in the Expected Fanllv Contribution 
Schedule anj Need Analysis for Pell Grants and the 
camAus-based prograas. 

As you are w&re , the bepartercnt of Education published 
proposed wlcs'for need analysis and expected lamily contrioution* 
for academic >eVir 1982*3 in the October 16, 1 $81 F ederal Register . 
The Associatlon\of Jesuit Colleges and Unive cities wishes to 
express its approval of the general direction of the proposed 
rules. In parti cAlai , we support the separation of the need 
analysis for Pe 111 grants from that Tor the campus-based programs. 

i ».nxri*^ e ^ ore being precipitous, however, lot dc say that we disagree 
with the assurptlcli of the Department that only $2,187 billion 
snould be appropriated for Poll grarts. While we agree with 
most of the formula changes predicated on that level of funding, 
ve bolievo that rtdt only should it should he higher but that 
Congress cl 11 raiscllt *nore in line with the Onnibas budgot 
Reconciliation Act \f 1981. 

Iij its "Rationale fclr the Developmon' of the Proposed 1982-83 
Formula," the Department identifies a nusJbcr of options under 
w^ich an appropriatli-n can be distributed to students, and then 
rcjcocnends an alte rn.lt i^o. *e support the alternative, in the 
hope that the Department is serious in Its recommendatiors. 
Our coctnonts refer to\ the alternative forrula. 



We strongly support tie goals lndirated* 
a) avoid extreme reductions in awards to students 
families , 

avoid excessive assessment rates on discretionary income, 
remove inequities due to assets and resources, 
retain :he distinction between the need analysis for Pell 
grants and the carpVis -based programs. 



b) 



In lir.c with these goali, we a$ree to , 

- the retcr'tion of the C\l <> 70 r«*/ticur award ( a < ii l9>il-2) and 
of the hall -cost foreuli, 



/ 



9 

ERIC 



• J 



73 



• cr* establishment of benchmark figures for need analysis by the Secretary, 

• Che tax race* euggesced for discretionary Income proposed on page 51185, 
colican 2, aecdon(g) Ve Invice Che subcorralctee , hovever, Co Investigate 
che possibility of a linear reduction schedule wlch a "hold-harmless" for 
those scudcrts wlch the lovorC ellglblllcy Index (0»600) for the future. 

- deferral of che cos't-of-attendance provisions of Che Education Act of 1980. 

Our disagreements with ch* alternative" are minor, but wo call then to your 
eotention: 

We question the advisability ar this tire of nee 1 co reduce expenditures to 
raise che asset exclusion of fares and businesses so ouch oore than of others. 
The differences between che two amounts would be Increased co $70,000, If 
allowed, (p. 51185, colirm, section (&) .) 

In discussin^che "Treatment of Dependent Student lnccee," the Deparcment proposos 
to "drop the dependent student income offset that has been used In the pasc 
(p. 51186, column 1), and chat lc would be added to parental Income We would 
suggest thst in place of total elimination of the offset, thac only one-half 
be applied Co parencal income. 

In addition, vulle the Department Invites "commencs on the endre procedure 
for verifying campus-based financial aid applicants., "(p. 51187, column 2), 
ve wish to express concern about the relation of cost co effort and resulcs 
Currently, instltudons are audited at least evefy two years and that should 
be sufficient guarancct of accuracy of applicant valldadon. 

Finally, although we have no objection Co che criteria for determining whether 
or noc che studenc is independent - chac che scudenc will receive not mate Chan 
$750 In support from parents - we are inclined to believe that It should remain 
the same as this vear: not more Chan $1000, if only to prevent additional paper- 
work 

«"e hope that >ou will cane chese commencs Inco consideration If you decide to 
make changes in the areas nocc above, by and large, we chink that che Departmcn- 
has cried to cooo Co grips wlch che pressing problems of dec and equity In 
scudent flaanclal aid and we are supportive of its efforts. 



We also urge vou to supporc che appropriation levels for scudent aid which 
Congress recorr*nded when it approve che Omnibus Reconciliation Act of 1S81, 
when it reaches the floor for a voce. 

Respectfully, 




Joseph Kane 
V'ice Presidenc 
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The CoPege Board 



November 4, 1981 

Honorable Claioorne Pell 
U. S. Senate 

325 Kussell Senate Office Building 
Washington, O.C. 20510 

Dear Senator Pell: 



Ounng the October 29, 2981 hearing on tne Facnly Contribution 
Schedule" before tne Subcommittee on Education, Arts and Humanities, you' 
xpressed some important- concerns abou t the implications for students 
it the eligioility rritena for Pell Grants continue to be separate 
from need analysis for the campus-based aid programs. In particular, 
you asked- if neea analysis is "decoupled' as the Administration has 
proposed, would stucents still be able to fill out only one form? 

The dn^er is a definite yes." Students applying for Pell Grants 
and campus-oased aid for next year (academic year 1982-83; will still 
oe able to file one application for all federal student aid on any one 
of *we aoproved forms: tne Education Department's fo**m. the Family 
Financial Statement of the American College Testing Service, tne Financial 
Aid Forr, of the' Col lege Scnolarsmp c ervn.e (CSS), and tne application 
foms of the California Student Aid Commission and tne Pennsylvania 
Higner Educatlo, Assistance Agency (for California and Pennsylvania 
students/resiaents respective iy) , 

Ail of the approve-d forms nave a substantially identical set of 
questions, or "core data." for applying for all federal programs. The 
Education Oepartmeit's forn includes only tne core questions, whereas 
the otners nave both tnese core questions lor federal aid and supple- 
mentary questions needed by states and institutions to assist in the 
award of aid f^om non- federal sources. A student applying only for 
Teueral aid can ccnplote any of the five approved forms. Decoupling 
the n^ed analysis rceans only tndt the core data are calculated in two 
ways--one for Pel] Grants and one for carrpus-based aic, as under current 
procedures. But no additional forms or data are needed from the student. 

On a related '>;u»*. tne Education Amendments of l«*u> pro /vied that 
StjJcritS rmt t*t* c r nigod a fee for processing the data required n>i federal 
aic To assist stuuerts in instances wnere stotes or institutions need 
tnn $upp!e"i r tal dalo frc:. trie financial Aid Ton:. m;d wneru payment o f 
a fee mmt be j turner to receipt of aia, the C iS Council r L a^ instituted 
a *ee quiver prujrj.i, ux the fQ ,2- 3 Financial Am f im. Under tnis nn 
endure lurf uic^e studerts applying for federal. stat*-, no institutional 
aid can do so free rf charge. The waiver i; administer*, i tntougn hi, in 
school counselors h'j TfIO jr.d other outreach proqrjn,. As i, t^e 

first yea? for tms jrocedure, we wil 1 be mom i tot ing u> progress closely, 
and /v 1 1 1 be pleased to s^are the results with vou «and ocne*-", , 



' n- "ii, ir *or: a tier, is help'ul 
Oc^j'arv !/ -♦r'rf'^t a T> d I rf'tuIJ e 
you ^r / „*• ,*j f f d> ..' ■.. tjwa"d t'.e 
to ?ostS'"*onau ry education. 



'V colleagues in tne Lol 
any i/ie ions ',r .^r. ent • r 
^O'T'O' q'dl u* reducing barrioi » 

j^cerel y , 

■ * /* 

L&wr * n Jp L. j Id 3 ^ tux 
L<eCutfve "Jirer^cr 
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Senator Pkix On behalf of the chairman, I adjour% the hearing, 
[Whereupon, at 3.30 p.m., the subcommittee was adjourned.] 



